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THE BANKER 


A Banker’s Diary 


Mid-January—Mid-February 


As always happens at this time of year, the money 
market has been dominated by the inflow of revenue 
a and the consequent redemption of Treasury 
I 7: — bills. Between December 31 and February 
speenae 10, the total Treasury bill issue was reduced 
from £939 to £873 millions, while the cumulative total of 
13 weeks’ tender allotments fell from {597 to {526 
millions. Tap allotments to : ublic Departments appa- 
rently increased from £342 to £347 millions, so that the 
whole brunt of the rede not ‘of Tre easury bills fell on 
the banks and the money market. In these circumstances 
the clearing banks experienced increasing difficulty in 
maintaining a minimum discount rate of one per cent. 
for hot Treasury bills. At the end of January and during 
early February hot Treasuries were being dealt in outside 
the clearing banks at % per cent., and while the clearing 
banks refused to buy three months’ Treasury bills at less 
than one per cent., they shaded their buying rate 
to |? per cent. for bills maturing on or before April 14. 
In the middle of Febru iry they had finally to give way 
and reduce their rate for hot Treasuries to § per cent. 
The outside rate at once reacted to |} per cent. Money 
was none too plentiful during the period under review, 
as revenue collection took large amounts temporarily off 
the market. Asa result, outside lenders had no difficulty 
in securing }? per cent., and on one or two days ¢ per 
cent. was paid. 


ONCE more the authorities have given proof of the way 
in which they smooth out credit inequalities at home. 
_ It is common knowledge that every Christ- 

Phe mas witnesses a snkonmal increase in the 
Regulation See alae a toe ets 
‘-.4;¢ note circulations, and unless counter-mea- 

of Credit ; 
sures were adopted, this would involve 

a serious diminution in bankers’ deposits at the Bank 
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of England, with a consequent tightening of credit. 
What actually occurred this year is illustrated by the 
following extracts from recent Bank returns. On 
November 29, the note circulation stood at £370-2 millions 
and the Reserve at £81-6 millions. By December 27 
the circulation had risen to £392:0 millions, and as a 
result the Reserve had fallen to {59-7 millions. Simul- 
taneously the Bank of England increased its holdings in 
the banking department of Government securities from 
{70-9 to £88-o0 millions, thereby neutralising the con- 
traction in the Reserve. As a result bankers’ deposits 
only fell from {106-9 to {101-2 millions. Since then, 
the Bank has reversed its action. By February 7 the 
note circulation had fallen back to £368-2 millions, and 
the Reserve had increased to {83-6 millions. The Bank, 
therefore, reduced its Government securities from £88-o0 
back to {69-5 millions, with the result that bankers’ 
deposits only varied from {101-2 to {101-4 millions. 
It is well-known that during the past eighteen months, 
the authorities have smoothed out external monetary 
fluctuations by means of the Exchange Equalisation 
Account. It is not so well recognised that they are 
equally accustomed to smooth out internal monetary 
fluctuations. 


THE official announcement on February 1 that the dollar 
had been revalued at 59:06 per cent. of its former gold 
content and that the American Treasury 
was prepared to buy gold at $35 per ounce 
until further notice, led to wide fluctuations 
in the foreign exchange market. This announcement 
automatically fixed the new dollar-franc mint parity at 
6-63 cents to the franc, and as the franc was then quoted 
at a lower rate, it became profitable to ship gold from 
Paris to New York. Heavy gold shipments were at 
once arranged, and these continued until the middle of 
February, as current French political troubles and the 
fact that the dollar, at its new rate, was greatly under- 
valued against the franc, prevented the rate from moving 
to its new parity. Ultimately the heavy gold shipments 
began to exercise their normal effect. The franc began 
to appreciate towards 6-63 cents, and gold shipments 
Q 


The Foreign 
Exchanges 
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began to decline in volume. Moreover, the Banque de 
France marked its sense of its gold losses and the French 
political difficulties by raising its rediscount rate from 
24 to 3 per cent.; while the New York Reserve Bank 
reduced its rate from 2 to 14 per cent. Toa small extent 
the Banque de France’s gold losses were made good by 
gold sales to it by other central banks in the gold bloc. 
This again was a natural movement, for as these banks 
only sell gold to another central bank inside the gold 
bloc, the only way in which their nationals could take 
advantage of the New York gold premium was for the 
gold to go via the Banque de France. What actually 
happened, no doubt, was that they bought francs for 
their own currencies, in order to buy gold from the 
Banque de France. This depressed their own currencies 
against the franc to the export gold point, so that their 
central banks sent gold to Paris. In the middle of 
February, the important points at issue were whether 
the American Treasury would continue to buy gold 
indefinitely at $35 per ounce; and whether the pressure 
due to the undervaluation of the dollar in terms of the 
franc would eventually force a revaluation of the franc 
or drive France off the gold standard. 


MEANWHILE the fixation of the American price of gold 
at $35 per ounce, together with the maintenance of 
the sterling-dollar exchange at either side 
The of $5:00 to the pound, served to raise 
— the London price of gold and to give 
s0ld . . 
Market ‘ise to a keen demand for gold in London 
for shipment to the United States. It 
will be recalled that prior to the end of January the 
London price of gold had depended roughly on the 
Banque de France’s buying price in conjunction with the 
sterling value of the franc; though a premium of nearly 
Is. an ounce had usually existed in London. The reopening 
of America as a buyer of gold brought into being a 
new governing factor, namely a “ dollar parity ”’ price 
of gold, and the keen American demand raised this to 
several shillings an ounce above the old franc parity 
price. As the London gold naturally went to the highest 
bidder, it followed that the market price conformed 
fairly closely to the dollar parity price, though remaining 
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slightly below it. Some indication of the flow of gold 
to the United States is to be found in the fact that 
London gold sales for the first fortnight of February 
amounted to £13°2 millions; and exports from England 
to the United States to {13-6 millions. Imports from 
France for re-shipment to America came to {£31°8 
millions, and a further {16-1 millions came from other 
countries. Another recent development has been the 
growth of an unofficial forward gold market in London, 
gold being bought and sold by private negotiation for 
delivery three months ahead. At times the forward 
price of gold has run up to a premium of 2s. 6d. per 
ounce over the spot price. 


THE January clearing bank returns reflect very 
clearly the effects of revenue collection and the redemption 
of Treasury bills. During December the 
January outstanding total of Treasury bills allotted 
ame by tender averaged {£593 millions, while 
Returns © January it had fallen to £569 millions, 
or a reduction of £24 millions. Simul- 
taneously, the clearing bank holdings of Treasury bills 
have fallen by {26-9 millions (from {311-2 to {284-3 
millions), while revenue collection, which went to redeem 
these bills, has depleted deposits by {20-8 millions 
(from {1,941-3 to £1,920°5 millions). Advances are only 
reduced from {735-6 to £734-6 millions, so that clearly 
tax collection is so far not proving unduly burdensome 
to the general public. The uncertain state of the gilt- 
edged market, due to the repatriation of American 
funds away from London, probably explains the decision 
of the clearing banks to allow their investments to 
fall from £564-6 to £557°6 millions, even though their 
cash has increased from {213-4 to {£223:1 millions. 
Incidentally the ratio of cash to deposits has risen 
from 11-0 to 11:6 per cent. The only other change 
of note is an increase in call money from {119-5 to 
£129°7 millions. It will be noticed that the reduction 
in the clearing banks’ bill holdings exceeds by {2-9 
millions the total of tender allotments. Obviously the 
banks have left more bills available to other buyers, 
as part of their attempt to check the fall in discount 
rates. 


9 2 
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THE January overseas trade returns can be described 
as moderately encouraging. Imports stand at £64:7 
millions, compared with {63-2 millions 
January in December and {53-9 millions in 
Overseas January, 1933, but there has been a 
Trade noticeable increase from {15-0 to 21-3 
millions in raw material imports during 
the past year. Part of this increase is no doubt due 
to the upward trend of raw material prices, but there 
has been a certain increase in the volume of our raw 
material imports as well. Exports came to {31-6 
millions, against £30°4 millions in December and {29-2 
millions a year ago, while re-exports have fallen to 
{4-1 millions, against {4-2 millions a year ago. The 
general impression left by these returns is that the 
year’s improvement in trade has been largely, but not 
entirely, confined to the home market. Our overseas 
trade is also only a fraction of what it was six years 
ago before the depression. 


IN the middle of February, the Government of Czecho- 
Slovakia announced its intention to devalue the Czech 
crown by 16-6 per cent, and the National 
The Czech Bank suspended dealings pending the execu- 
Devaluation tion of this decision. On broad grounds, 
there is much to be said for this change, 
for if the value of a currency can only be bolstered 
up by trade and exchange restrictions, the sooner a 
new and more natural value is established the better. 
Unfortunately, there has as yet been no _ indication 
that the revaluation is to be accompanied by any 
relaxation of existing restrictions, and indeed it would 
have been much better if Czecho-Slovakia had waited 
until the new gold values of the pound, the dollar and 
the franc had been determined, and had then acted 
in conjunction with her neighbours. Isolated and prema- 
ture action of this kind at once suggests the presence 
of political rather than economic motives behind the 
decision, and this view is supported by the fact that 
the Board of the National Bank opposed the decision 
to the point of resignation. 
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The Dollar Dilemma 


HE latest in the long series of pronouncements on 
i § American monetary policy by President Roosevelt 

was delivered in the form of a Message to Congress 
on January 15. The policy of gold purchases, initiated 
on October 21, had been languishing since the end of 
November, when it became obvious that the successive 
increases in the official price for gold were failing to have 
any effect either upon the exchange value of the dollar 
or upon commodity prices within the United States. 
The dollar stubbornly remained above the “ parity” 
fixed by the official gold price; and the mathematical 
ratio between the price of gold and the commodity index 
which Dr. Warren’s theory professes to establish failed 
to manifest itself. It was evident that the gold-buying 
policy must either be abandoned or made effective. 
Making it effective would involve purchasing such 
amounts either of gold or of foreign exchange as would 
be necessary to make the supply of dollars equal to the 
very vigorous demand. It has long been a familiar fact 
to students of the foreign exchanges that “ pegging’”’ a 
currency is an expensive business. In most instances the 
currency is, aS it were, “‘ pegged up,” that is, held above 
the value which the normal action of the foreign exchanges 
would place upon it, and the pegging authority requires 
an ample fund of foreign currencies with which to ensure 
the maintenance of the artificial rate. But President 
Roosevelt has now started a new fashion of “ pegging 
down” a currency, and his experience from October to 
January taught him that to do so successfully he needed 
a large supply of dollars to offer on the world’s foreign 
exchange markets in order to keep down the quotation 
of the dollar. 

The Message of January 15 was in part an expression 
of intentions for the future and in part a request to 
Congress to be provided with a fund of dollars in order 
to make the official gold parity of the dollar effective upon 
the exchanges. One of the powers conferred upon the 
President by the so-called Inflation Amendment to the 
Farm Relief Act last May was the authority to devalue 
the dollar (i.e. to lower its gold content) to not less than 
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50 per cent. of its previous value. Mr. Roosevelt has 
now requested Congress to set an upper limit to this 
power of devaluation and to enact that the future gold 
value of the dollar shall not be more than 60 per cent. of 
its former parity. The purpose of this limitation was 
two-fold. In the first place it was a clear expression of 
the determination to enforce a cheap dollar, and might 
therefore be expected to enlist the forces of psychology 
and speculation in the task of forcing down the dollar 
and forcing up prices. In the second place, devaluation 
of at least 40 per cent. meant a permanent rise in the 
official price of gold of at least 66% per cent. and a “ profit ” 
of some $2,700,000,000 on the country’s stock of gold. 
By appropriating this “ profit’ the President would 
have a Stabilisation Fund ready to his hand, not painfully 
raised by taxation or borrowing, but summoned, as it 
were, out of thin air. 

The legislative enactment of these measures con- 
sumed a fortnight, and it was not until January 30 that 
the Gold Reserve Act became law. The domestic 
implications of this remarkable Act are discussed in the 
article from our New York correspondent; we are here 
concerned with its external reactions. The Proclamation 
issued under the Act contained one surprise : devaluation 
was proclaimed to a new level of 59-06 per cent. of the 
old parity, instead of to the expected 60 per cent. This 
figure was chosen so that the new price for gold should be 
exactly $35 per fine ounce. At this price the Treasury 
declared itself ready to purchase all imported gold, and 
the Secretary of the Treasury made the somewhat 
cryptic statement that he would also sell gold to the 
Central Banks of gold-standard countries whenever the 
dollar reached the gold export point. These provisions 
were interpreted as meaning that the United States was 
henceforth, de facto if not de jure, upon a gold bullion 
standard. The official price of gold might, indeed, be 
varied from time to time within the range of $34.45 to 
$41.34 per ounce, but so long as it was fixed at any figure, 
the normal movements of gold would keep the exchange 
rates between the dollar and the other gold currencies 
within the gold points on either side of the parity thus 
established. 

The immediate effects of the new policy, however, were 
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contradictory. The level to which devaluation was 
effected—5g.06 per cent. of the former parity—involved 
a further depreciation of the dollar, since its value in Paris 
stood at about 62 per cent. of the old parity on the eve of 
the announcement. Nevertheless, the immediate reaction 
was a pronounced rise of the dollar. The new policy 
implies that there will be a further considerable rise of 
commodity prices in the United States; yet capital, 
instead of fleeing to other centres, poured into New 
York. Prices of commodities and securities were buoyant, 
in spite of the perverse strength of the dollar. 

These paradoxes can be explained by the psychological 
effect of the announcement of the new policy. There is 
little in the actual details of the President’s proposals 
to suggest that they would set limits to the inflation 
which has been threatening ever since Mr. Roosevelt 
took office; on the contrary, the major proposal makes 
any deflation impossible. Nevertheless, the fact that 
Mr. Roosevelt was ready to return to some form of 
gold standard, albeit a variable one, was accepted as a 
sign of conservatism, and this interpretation was 
strengthened by several phrases of the Message in which 
stability of the foreign exchanges was no longer, as in 
July, treated as a “fetish of so-called international 
bankers’ but as a desirable object of policy. It has 
also been tacitly assumed that the new gold price of 
$35 per ounce will not be altered, at least until commodity 
prices have caught up with the depreciation of the 
dollar. International co-operation was strongly hinted 
at in the Message, and public opinion paid more attention 
to the verbal support for a policy of international currency 
agreement than to the practical difficulty of accommo- 
ting a greatly under-valued dollar within any international 
system. 

The net effect of the new developments was, therefore, 
to induce in the owners of capital a feeling of strong 
relief that some certainty was at last being brought 
into the guess-work of American policy, that the area of 
fluctuation was to be delimited and the exchanges 
brought under control. Indeed, all sections of opinion 
found something in the plan to please them; for the 
inflationists there was the promise of a further rise of 
prices and an undertaking to keep the dollar down, while 
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for the sound-money party there was the prospect 
of ultimate stability. So rapid has been the course of 
economic events in the last few years that a proposal 
which in 1929 would have been condemned (and by 
none more strongly than by Americans) as_ pernicious 
radicalism is in 1934 hailed as a welcome return to safety 
and stability ! : 

For these reasons there was a large and sudden 
movement of capital to the United States. For the 
most part this was doubtless American capital which had 
taken refuge in Europe during the past year; but the 
likelihood of a boom on Wall Street, coupled with the 
prospect of a more stable dollar, attracted a certain 
amount of British capital which was dissatisfied with the 
low yields to be obtained on British securities. As a 
result there was a strong demand for dollars. The 
franc, on its side, was weak owing to the political difficul- 
ties of the French Government. The resulting strength 
of the dollar made gold shipments to the United States 
very profitable. An import of gold into America, 
whether undertaken by Americans or by foreigners, 
implies at some stage of the transaction a sale of dollars. 
In the pure theory of the gold standard, this flow of gold 
will continue until the exchange rate moves within the 
gold points; that is to say, the supply of dollars owing to 
gold movements will automatically increase until it 
exceeds the demand for dollars, however large the demand 
may be. But the theory overlooks the practical difficulty 
that the amount of gold which can be shipped is limited 
by the accommodation of the available liners. In the 
first half of February, gold was shipped across the Atlantic 
on every ship that sailed; but in spite of the fact that 
some £45 million worth of gold was put on the water in 
a fortnight, the sales of dollars resulting therefrom were 
insufficient to match the purchases. At the time of writing 
the dollar is still some 2 per cent. above its new gold 
parity in terms of the franc. The pound has been left 
by these developments in a position of uncomfortable 
ambiguity. At first it fell with the dollar, and at one time 
was quoted as low as 76 francs. The political crisis in 
France, however, had the effect of strengthening sterling, 
which in the second week of February was rising in terms 
of the dollar. 
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The new American policy has created an entirely new 
situation of the greatest complexity for each of the major 
currencies. If the new parity had been fixed at a level 
corresponding to the “true value” of the dollar, no 
difficulty would have arisen. Without entering into techni- 
calities it can be said that the “‘ true value ’’of the dollar 
in terms of the franc is somewhere in the neighbourhood 
of 85 per cent. of the previous parity. If this is so, 
devaluation to 59 per cent. undervalues the franc by 
about 25 per cent. and overvalues the dollar to an 
equivalent extent. In view of the difficulties brought upon 
Great Britain between 1925 and 1931 by a level for sterling 
which was only about Io per cent. too high, the strain 
upon the French economy can easily be imagined. 

If the disequilibrium were confined to the relations 
between the dollar and the franc, it might be tolerable, 
for neither currency is of paramount importance to the 
commerce of the world. But the pound sterling and the 
group of currencies which move with it are also placed in 
a position of considerable embarrassment, for the dollar 
is undervalued in relation to the pound as well as in 
relation to the franc. Broadly speaking, a fair value of the 
pound in terms of the dollar (judging by the movements 
of prices in the two countries) would be from Io per cent. 
to 15 per cent. below the old parity. Now if the pound 
is to be 10 per cent. below the dollar and the dollar is 
41 per cent. below the franc, the pound will be 51 per cent. 
below the franc—a level far lower than could be justified 
by the relative level of costs in Great Britain and France. 
On the other hand, if the pound is to remain stable 
relatively to the franc, the dollar will remain undervalued, 
gold will continue to flow to New York and the exports of 
Great Britain and the British Dominions will be subject 
to increasing competition from America. 

This is the dilemma in which the devaluation of the 
dollar has placed the sterling group. Either we increase 
the pressure on the gold standard countries or we take 
the brunt of the undervalued dollar upon ourselves. 
So long as the present conditions last, there is no escape 
from that dilemma. A rise of prices in America would, 
of course, remove the cause of the strain, but it would 
be unreasonable to expect a rise of sufficient proportions 
Within less than a year. Alternatively, a depreciation of 
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the franc would clear up the present zmpasse and allow all 
currencies to be re-estabilised at lower gold values. 
Despite the large resources of the Bank of France it 
appears not unlikely that this will be the ultimate 
solution. 

There is considerable talk in the United States of a 
currency ‘war’ and the new Stabilisation Fund is 
regarded as a weapon of self-defence against the alleged 
“attacks ”’ of the British Exchange Equalisation Account. 
But there can rarely in the economic field have been a 
clearer case of “ aggression ”’ than this devaluation of the 
dollar which forces on other countries the choice between 
deflation and depreciation. We can only hope that the 
intervening period of readjustment will be neither pro- 
longed nor too painful and that the large resources which 
the President has gathered into his hand will be used 
to alleviate rather than to accentuate the strain upon 
other currencies. 


The Bankers’ Speeches 


HIS year the addresses delivered to their share- 
holders by the chairmen of the leading British 
joint-stock banks were inevitably a mixture of 
doubt and hopefulness. So long as they were discussing 
the British trade position and outlook, the element 
of hope predominated, for they felt fully justified in 
confirming from the experience of their banks that 
there had been a genuine improvement during the 
year under review. Their doubts were aroused when 
they came to discuss the international situation. 
President Roosevelt’s monetary policy was viewed by 
many of them with grave misgivings, though it is only 
fair to add that some of them had spoken before the 
American Gold Reserve Act had been passed and 
before it could be seen exactly what consequences 
would follow the return of the United States to a 
qualified form of the gold bullion standard. They 
also had to recognise the failure of the World Economic 
Conference and to deplore the absence of any progress 
towards the freeing and the revival of international 
trade. 
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To the general public, the most interesting passages 
of the bankers’ addresses were those containing their 
opinions on the trade outlook. On the whole they 
were able to take a hopeful view. Mr. Colin Campbell, 
in his maiden address to the shareholders of the National 
Provincial Bank, said that the new year had begun 
“in a mood of confidence and hope, based on definite 
indications of improvement secured in 1933.” He 
supported this view with detailed evidence of the revival 
in the heavy industries, in the textile trades and 
elsewhere. Mr. Beckett, at the Westminster Bank 
meeting, ascribed the improvement mainly to the 
increase of internal demand. 

It represents, he said, largely the resumption of repair, renewal 
or replacement of equipment in every branch of the nation’s life. 
During the long period of falling prices and stagnation of trade, 
all expenditure for such purposes was postponed wherever possible. 
But the time comes when everything, from a locomotive to a motor 
tyre, from the paint on a building to a suit of clothes, can wait no 
longer for replacement or renewal. Such a time arrived last year, 
and this explains, to a large extent, the internal improvement 
recorded in many leading countries, unaccompanied by any corre- 
sponding degree of increase in international commerce. The import 
duties which our country has adopted were forced upon us as a 
defensive measure in a world waging an economic war, but it is 
probable that they were initiated just at a moment when their 
operation reserved most of the normal replacement work of which 
I have spoken for British factories and British workmen. 

Several of the bankers were at pains to discuss 
how far monetary and banking policy was responsible 
for our trade revival. Mr. McKenna, at the Midland 
Bank meeting, was in the happy position of being 
able to say “I told you so,” for he has repeatedly 
urged in the past that a liberal monetary policy was 
needed to stimulate an expansion in trade. His address 
this year was unusually interesting. Taking as his 
text the declaration of monetary policy issued last 
July by representatives of the Empire, formally adopting 
“the principle of a managed currency with a view 
to maintaining a stable price level,” he added that :— 

The advance here recorded in our monetary ideas is very 
remarkable, and not less remarkable is the advance in our practice. 
The Government policy of cheap and abundant money, primarily 
embarked upon for the special object of converting national debts 
to lower interest rates, has been in force consistently for nearly two 
years. The success of the policy in maintaining the general average 
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of prices at a level which renders production profitable is to-day 
beyond question. World trade may still be disorganised, the 
exchanges chaotic, international dealings hampered by prohibitive 
tariffs, quotas and other restrictions; yet, notwithstanding all these 
obstacles, often described as insuperable, the trade of this country 
by universal acknowledgment has for many months been making 
steady and gratifying progress. 

In illustrating the influence of an expansive monetary 
policy, Mr. McKenna was able to put in its proper place 
in the trade cycle the recent large increase in the banks’ 
investments :— 

The facts of business show clearly the effect of abundant and 
cheap money, though the steps by which it operates are sometimes 
a little obscure. An expansive monetary policy becomes effective 
through purchases, first by the Bank of England and later, on a 
magnified scale, by the joint stock banks. These purchases, mainly 
or wholly of securities, create a supply of entirely new money which 
passes into the hands of the sellers, who themselves become buyers 
of other securities or use the money in trade. A new demand is 
thus set up right through the whole range of securities, and the 
transactions give rise to profits which sooner or later will be invested 
or spent. The investment or spending of profits provokes a new 
demand for the products of industry, and gradually the effects of 
the monetary expansion become translated into an expansion of 
trading activities. Meanwhile the abundance of short-term money 
and the higher prices of securities encourage conversion of debts 
to lower interest rates, while expanding trade, both directly and 
indirectly through its strengthening of confidence, stimulates further 
capital development. Thus the flow of business runs more freely 
through a whole series of channels. Obviously it takes time before 
the new money finds its way into industry, but sooner or later, 
under the banking and trading conditions of this country, it must 
do so. The supply of an adequate quantity of money is now seen 
to be as certain in restoring trade and employment as the curtailment 
of the required supply is certain to restrict them. 

As regards future monetary policy, he said “ Briefly, 
it should be to go on as we are going with the constant 
maintenance of cheap and abundant money supplies.” 
He added that the international situation seemed 
unripe for the restoration of a universal monetary basis, 
and that our own standard, based on the general 
commodity price level, was the one best suited to the 
needs of the world. 

Until the world has learned how to secure exchange stability 
without jeopardy to stability of purchasing power, our inflexible 
task must be to demonstrate that wise management of a monetary 
unit with no fixed attachment to gold is both practicable and in its 
results highly beneficial. 
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Mr. Goodenough, at Barclays Bank meeting, took 


quite a different view. 

It is not safe, he said, to rely upon artificial measures for the 
raising of prices, nor can it be said that a policy of creating plentiful 
supplies of credit—as has been followed in Great Britain during the 
past two years—inevitably results in greater activity in trade or a 
rise in prices. Evidence of this is to be found in the published 
returns, showing the greatly increased credit balances of the Banks 
with the Bank of England, while the Board of Trade Index of Wholesale 
Prices shows that, speaking generally, despite the easy money 
conditions, prices have fallen and not risen during the past two 
years. Nor does it appear that cheap credit necessarily results in 
better trade. Cheap money by itself will achieve little in these 
digections; it needs the addition of confidence, which will then 
encourage traders to enter into new business and render possible 
an increase in World purchasing power by the lending of money 
abroad. 


In a later passage, he said :— 


There is no sounder or more generally accepted system for 
currency than the Gold Standard. It carries with it the greatest 
amount of liberty for the people and freedom from Government 
control, which are factors that contribute very largely towards the 
formation of the character of a great and progressive people. 


Still Mr. McKenna admitted that he did not attribute 
the whole of our recovery to monetary policy alone, 
while Mr. Goodenough agreed that the currency should 
afford, as far as possible, a stable measure of value. 

As regards more positive methods of accelerating 
the trade improvement, Mr. Beckett came out strongly 
in favour of free spending on “ really useful works of 
public utility.” 

There has in fact been a considerable relaxation of the restrictions 
imposed upon expenditure of this character, but there is room for 
more to be done. I regard the policy of slum clearance as not only 
in the nature of public utility but as a national investment of a high 
order. Such a policy, if it includes the provision of dwellings at an 
economic rent and with convenient access to the factory and the 
workshop, will add both to industrial and to social efficiency. The 
municipalities, with the advantage of cheap money, and with the 
opportunities which they have had, and still have, to convert existing 
terminable obligations to lower interest rates, are now in an 
unusually favourable position to afford to push on with schemes 
of this kind. Such schemes, I may remind you, are of a nature to 
create the maximum amount of industrial demand, spread over the 
maximum number of British industries. In the early stage of economic 
recovery which we have reached, I believe that a stimulus of this 
sort may prove of great value, provided that it is confined to 
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reproductive work of a character definitely needed in the national 
interests. 

Mr. Beaumont Pease, at Lloyds Bank meeting, 
gave a much more guarded approval :— 


In our present state of disequilibrium between production and 
consumption, and even more perhaps between one productive industry 
and another, it is necessary that some comprehensive policy and 
conscious planning should be adopted. Possibly also it is necesssary 
that some motive force to start such operations should be supplied 
and directed by the Government in times like the present, when 
so much of our industrial machinery is out of gear, but I do not 
believe that any Government or any bureaucracy is capable of 
shouldering the heavy responsibility of saying how the industries 
of a nation should be run, or that those industries can be active 
and prosperous when confined in a strait-jacket designed not by 
those who have to wear it, but by theorists who think they have a 
genius for planning other people’s clothes. 

He also made a very timely reference to ill-conceived 
proposals for the nationalisation of the banks. 

If it were the wish of the people of this country that this change 
should be made, no doubt it would be carried out, but it is my belief 
that no suggestion could be much more unpopular. It is very 
generally recognised that the main functions of a banker are 
twofold—to be the guardian of the cash resources of the people, 
and the handmaid, not the dictator, of industry. There is no 
suggestion that we have failed in the first of these functions, and 
I certainly am of opinion that the people have no wish to see their 
savings taken out of our safe keeping and transferred to any 
Government, of whatever party, to be used for political aims, while, 
on the other hand, industry and the public generally not unnaturally 
fear that if the State attempts to usurp the secondary function, it 
will soon cease to be a helpful handmaid to industry and end by 
becoming its dictator, with unhappy results for all. 


In these references to international affairs, the 
bank chairmen had naturally much to say on the 
progress of events in the United States. On the whole 
they recognised that President Roosevelt had difficulties 
to contend with and problems to solve, of whose 
magnitude Englishmen only had the remotest idea, 
and to that extent they were inclined to view him 
charitably. Thus Mr. McKenna said :— 

President Roosevelt has to battle against difficulties which our 
authorities are happily spared. He is called upon to bring about 
business recovery at the same time as he undertakes great social 
reforms which elsewhere have taken generations to achieve; and 


he is required to do so largely through the instrumentality of an 
unresponsive banking system, and in face of the problems created 
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by inveterate habits of speculation and occasional proneness to 
panic and hoarding. The position has no parallel in this country. 


Mr. Beckett was still more emphatic :— 


Few people in this country, perhaps, realised the extreme gravity 
of the position, economic, social, and financial, into which the 
United States had fallen when Mr. Roosevelt took office. The 
position called for bold leadership and emergency action. The 
despair of an entire nation had to be turned to hope. Mr. Roosevelt, 
since he assumed office, has not produced a hundred per cent. magic, 
but he can point to definite progress and important improvement 
in the morale of the people, and in the volume of employment, 
production, and trade. No emergency measures on the scale which he 
has been bold enough to try could ever fail to include serious mistakes. 
But for us who watch from outside, it is surely the saner and the 
more helpful attitude to express sympathy and goodwill in the aim 
of the President’s programme, than to carp at and criticise every 
move in the game which we do not quite understand. 

Mr. Beckett, however, was the first to recognise 
the difficulties and disappointments that American 
policy has inflicted on the rest of the world. He also 
took an opportunity to rebut in simple though conclusive 
language the American belief that the operation of 
the British Exchange Equalisation Account was respon- 
sible for the American suspension of the gold standard. 


The British fund, he said, was intended, and has been used, only 
to mitigate violent exchange movements, caused by waves of 
speculation or sudden movements of nervous capital. The American 
Fund, on the other hand, has the avowed purpose of holding the 
dollar at a certain level, and at a level which appears to be lower 
than is justified by economic circumstances. The movements in 
the principal exchange markets since President Roosevelt’s plan 
was laid before Congress clearly indicate the world’s opinion that 
the dollar is intrinsically worth more than the value of 60 cents, 
which is Mr. Roosevelt's immediate objective. It is obvious, 
therefore, that before very long the American Fund of $2,000 millions 
must be put into operation if the scheme of devaluation of the dollar 
is to be made effective. The question immediately arises whether 
the British Equalisation Fund will be used to counteract the effect 
of American operations. Such a conflict is unlikely, unless it were 
proved that a 60 cent dollar was having a detrimental influence on 
our export trade. In that event, a clash of the trade interests of 
the two countries might culminate in a currency tug-of-war. This 
possibility, however remote, must be squarely faced and guarded 
against, for its development would be nothing short of disaster, 
and would make confusion worse confounded in exchange markets. 
It is more probable, however, that the British Fund may serve to 
support the pound in the event of any strong buying of francs by 
the American Fund, and to correct any artificial undervaluation 
of the pound and overvaluation of the franc, 





196 THE BANKER 


Mr. Goodenough spoke as long ago as January 18th 
when the latest changes in American monetary policy 
had still to be disclosed. He was very critical of the 
idea of the “‘ commodity dollar ’’ which at that date 
appeared to be predominent in the minds of President 
Roosevelt and his advisers. In addition to purely 
technical difficulties, he foresaw the danger that the 
absence of a fixed metallic standard might plunge 
the world into a commodity war, and that in any case 
the whole method of control necessary under the scheme 
would be so artificial as to make it unacceptable to the 
world at large. 

Up to the present, he said, no such experiment as that of altering 
the gold content or gold value of a currency, in order to keep prices 
stable, has been tried. This method of maintaining stability of 
currency in relation to prices would be very complicated and would 
be in violation of one of the most important attributes of a good 
monetary system which is that it should be as simple as possible. 


Finally most of the chairmen of the “ big five’ 
united in deploring the growth of economic nationalism, 
and the shrinkage of international trade. At the same 
time they acknowledged that our own protective measures 
were forced upon us by the course of events elsewhere. 


Mr. Goodenough said :— 

The reduction in the world’s purchasing power and the wide- 
spread barriers to international trade have necessitated recourse 
being made to artificial measures for conserving our industries and 
our trade. It must be frankly acknowledged that, at the present 
time, it is only by these artificial measures, supplemented by separate 
trade agreements with individual countries, that our international 
trade can be maintained, even at a level sufficient to afford a bare 
margin of profit in the face of the tariff barriers and other restrictions 
which now exist. It may be hoped, however, that, arising out of 
all these difficulties, a better understanding of the real value to the 
world of freer trade conditions may be reached. 


Mr. Campbell, in a reference to the failure of the 
World Economic Conference, said :— 


Nevertheless, the mere meeting of this Conference was a sign 
of the general wish for international co-operation in dealing with the 
world’s business affairs, and I am sure you will agree with me in 
believing that there can be no genuine recovery in the trade and 
prosperity of this and other countries until co-operation between the 
nations has revived the flow of world trade and the exchange of 
goods across the frontiers, now reduced to less than half its 
former value. 








——————— 
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Mr. Beaumont Pease was more emphatic in his 
condemnation of trade restrictions :— 


But after all, when we get down to fundamentals, what is it that 
we require? ‘Trade consists of the exchange of goods within the 
country and throughout the world. Every man is a seller as well 
as a buyer, and his power to consume is provided by his power to 
produce. If he cannot sell, neither can he buy. Therefore, if we 
remove the obstacles which prevent his selling, he will be enabled 
once more to buy. I do not myself believe that the obstacles against 
his doing so are primarily of a monetary nature. They appear to 
be much more obvious and are the direct growth from the increasing 
tendency to nationalism which has spread throughout all countries. 
It is against this tendency, in my opinion, that our energies ought 
to be chiefly directed if we wish to give trade a chance. 

Mr. Beckett, however, felt able to make some 
constructive suggestions, which are well worth citing 
in full :- 

Some day, we must believe, the hard lessons of experience will 
compel the governments of the world to recognise that the fortunes 
of countries are interdependent. But that time is not yet. Meanwhile, 
all-embracing world agreements being apparently impossible, British 
policy should, in my view, be directed towards achieving agreements 
for the freer movement of trade and for the greater steadiness of 
currencies within the largest possible group of nations among which 
such agreements may be immediately feasible. The British Govern- 
ment is in a strong position to pursue this policy. The pound 
sterling remains the currency lodestar, followed by the currencies 
not only of the entire British Empire, but of some other nations as 
well. Moreover, through the eternal British necessity, to which I 
have referred, of purchasing vast quantities of food and raw materials 
overseas, Britain, in spite of her recent change in fiscal policy, 
remains the most important market in the world, not merely to 
the British Commonwealth, but to many countries outside, in particular 
those of Scandinavia and South America. To promote trade and 
currency agreements within such a group may be a poor substitute for 
the comprehensive treaties for the removal of trade obstacles, which 
the World Conference was designed to produce. But it was the 
largest target at which our statesmen could hope to aim, with any 
prospect of early success, and I for one hope that they will be 
unremitting in their efforts to secure further progress in this direction. 


The chairmen of the three Lancashire banks had 
much of general interest to say, and were also able 
to take a hopeful view of the particular districts and 
industries which their banks served. Mr. Paton of 
Martin’s Bank admitted that there was a further 
shrinkage in cotton exports. 

Chis, he said, is the natural result of the reduced purchasing 
power of agricultural communities, owing to the low level of commodity 
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prices, and of the expansion of production of cotton goods in such 
countries as Japan and China. 

Still, he was able to continue on a more hopeful 
note :— 

The steady increase in the population of the world, and the 
exhaustion of stocks of cloth and yarn, point to a big expansion of 


trade in cotton goods if and when restrictions on international trade 
are reduced, or commodity prices return to a paying basis. 


He also alluded to the successful efforts of spinners 
to raise yarn prices and improve their margins. 

A reference was made by him to the effects of the 
tariff on the British iron and steel trade. 

The imposition of the tariff has brought about a great change 
in the character of the iron and steel trade. As a result of the 
tariffs, British works have now to adapt themselves to meet a 
demand for varied qualities and sections of steel which, to some 
extent, is new to them. This will entail capital expenditure on 
plant, such as blast furnaces and coke-ovens, as more coal, coke 
and pig iron will be required. The railways are sharing in the 
improved conditions, as in the manufacture of a ton of steel seven 
to eight tons of raw materials in the form of coal, coke, ironstone, 
limestone, etc., have to be collected and transported to the steelworks, 
whereas in the days of dumping only the semi-finished or finished 
material was carried. 


Sir Christopher Needham, at the District Bank 
meeting, suggested that the cotton export trade had 
gained a little ground in markets where individual 
purchasing power is highest, but had lost in the poorer 
markets. In respect of the latter, he said, any increase 
in purchasing power must depend largely upon a rise 
in commodity prices. 

Mr. Dewhurst, in his address to Williams Deacon's 
Bank shareholders, alluded to the Indian cotton negotia- 


tions of last year :— 

In India, Japanese competition in piece goods was experienced 
with renewed severity, and both Lancashire and Indian mills suffered 
heavily from the increased imports of cheap Japanese goods. 

Special tariff arrangements were improvised by the Indian 
Government to deal with the situation, which led to delegations, 
both from this country and Japan, simultaneously proceeding to 
India with the idea of negotiating new trade agreements. It will 
be appreciated that the British members had a very delicate task 
to perform, and the fact that with the goodwill of the Bombay 
Millowners’ Association they were able to obtain certain favourable 
undertakings from the Indian Government is greatly to their credit. 
In return for which they have definitely pledged this country to 
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increase their imports of Indian-grown cotton, and it is much to 
be hoped that spinners and manufacturers here will do their utmost 
to honour this obligation. 

In the meantime, the Indian Government, faced with the 
Japanese threat of a boycott on Indian-grown cotton, have agreed 
to reduce the duty on Japanese piece goods from 75 per cent. to 
50 per cent., coupling their concession with a considerable reduction 
in the licensed quota of Japanese imports, an arrangement which 
has been received on this side with considerable misgiving. 

Clearly Lancashire opinion is by no means convinced 
that this very difficult problem has been finally solved. 

This concludes our annual review of the bank 
chairmen’s speeches. It is necessarily incomplete, for 
the chairmen had a wide field to cover, and their 
speeches will merit reading in full. On the whole, 
they strike a note of hope, but they equally recognise 
the immediate difficulties which lie in front of us. If 
they fail to make any striking or spectacular proposals, 
or if the key-note of their speeches is mainly ‘‘ soundness,”’ 
that is not a bad thing. One of the most certain 
solvents of our present troubles is the restoration of 
confidence, and in creating an atmosphere favourable 
to the return of confidence, while at the same time 
recognising the need for sane and ordered progress, 
the British bankers have made a valuable contribution 
towards world reconstruction and recovery. 


Exchange Clearing 
By Paul Einzig 


HE following text is extracted from an address 
T delivered by Dr. Paul Einzig before the Lombard 
Association on February 14. 

Exchange Clearing, which is a household word in 
most parts of the Continent, is relatively little known in 
this country. There was some talk about it recently in 
the press in connection with the German transfer default, 
as a result of which several countries, including Great 
Britain, threatened Germany with the establishment of 
one-sided exchange clearing. The word has, however, 
little or no meaning for the average intelligent reader of 
the press, and even in banking circles only those connected 
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closely with Continental affairs have any idea about the 
working of the system. It is generally considered to be 
just another form of irksome exchange restriction, a new 
kind of interference with economic freedom on the part 
of the authorities. Some people consider it a necessary 
evil; others go somewhat further and hold the view 
that it is an evil without being in the least necessary. 
However it may be, it is essential to follow closely this 
interesting innovation, even though, up to the present, 
this country has not adopted it. 

The origin of exchange clearing was the chaotic 
exchange and foreign trade conditions brought about 
by the financial crisis of 1931, and more especially by 
the suspension of the gold standard in Great Britain. 
The international credit organisation broke down, and 
countries with an adverse trade balance, which did not 
possess adequate gold and foreign exchange reserves, 
found it difficult to cover their import requirements. In 
countries such as Austria, Hungary, etc., Central Banks 
were confronted with a flight of capital in addition to 
the adverse trade balance. In order to prevent a 
depreciation of their exchange, they introduced exchange 
restrictions and stopped the transfer of payments, not 
only on old debts, but also on current imports, the 
purchase price of which had to be paid into blocked 
accounts. Foreign exporters were faced with the alter- 
native of either accepting such payments or else stopping 
the sale of goods to those countries. In the circum- 
stances the solution of exchange clearing was adopted 
in many countries. 

The first exchange clearing agreements were concluded 
in November, 1931, between Switzerland and Austria 
and between Switzerland and Hungary. Since then a 
large number of Continental countries followed their 
example. Although the agreements may differ in detail, 
their substance is identical. It is that in the relation 
between two countries the importers of country A from 
country B, instead of transferring the purchase price of 
the goods bought, pay it into a special account and out 
of the proceeds the exporters of country A to country B 
receive payment for their exports. The Swiss National 
Bank opened a special account into which Swiss importers 
of Austrian goods paid the purchase price, and from 
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which Swiss exporters of goods to Austria received 
payment. On the other hand, the Austrian National 
Bank opened a special account into which Austrian 
importers of Swiss goods paid the purchase price of the 
goods bought, and from which Austrian exporters to 
Switzerland received payment for the goods delivered. 
This system had for the countries concerned several 
obvious advantages. From the point of view of the 
countries in difficulties, it secured a supply of some 
indispensable commodities which they would not other- 
wise have been in a position to buy abroad. If, in spite 
of the severe crisis, there was much less suffering through 
inadequate food supplies in Austria than during the first 
few years after the war, this was largely due to the 
working of exchange clearing arrangements with Hungary 
and Yugoslavia. The latter supplied Austria with food, 
even though there was not a sufficient amount of exchange 
available to pay for it. Exchange clearing arrangements 
also secured a comparative monetary stability in these 
countries. Although most of the Central and Eastern 
European currencies depreciated to some extent, their 
depreciation might have assumed disastrous proportions 
similar to those experienced after the war but for the 
working of exchange clearing agreements. From the 
point of view of the creditor countries, exchange clearing 
secured markets for goods which they would otherwise 
have been unable to sell except by accepting blocked 
currencies in payment. 

Admittedly the working of the system is far from 
ideal. In every country where it is established, it is 
being criticised sharply in many quarters. The fact is, 
however, that to the best of my knowledge not one 
single one of the clearing agreements has so far been 
discontinued. Some of them had to be modified on the 
basis of the experience gained, but, unpopular as they 
were, they remained in existence in every country where 
they were tried. This fact speaks for itself. Unquestion- 
ably, the system may lead to abuses. The facility of 
securing goods abroad without having to obtain special 
permission from the authorities may encourage excessive 
imports of certain commodities. It is said that, as a 
result of the Swiss-Hungarian exchange clearing agree- 
ment, every Hungarian now wears two Swiss wrist 
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watches, and conceivably they would wear more if they 
had more than two wrists each. Such abuses, however, 
accompany every system, and the merits of exchange 
clearing should not be judged solely on the basis of such 
isolated cases. 

The system works smoothly so long as imports and 
exports between two countries more or less balance each 
other. The question is, What is there to do if one or the 
other clearing account shows a big balance in favour of 
one of the parties? In the case of the Swiss-Hungarian 
agreement, it was anticipated that Hungarian exports to 
Switzerland would exceed Swiss exports to Hungary, 
and it was provided that part of the surplus should be 
used for the payment of Hungary’s commercial debts to 
Switzerland. In reality, however, owing to the facility 
with which Hungarians were enabled through the clearing 
agreement to import from Switzerland, Swiss exports 
to Hungary exceeded considerably Hungarian exports to 
Switzerland. As a result, the funds in the Hungarian 
clearing account with the Swiss National Bank were not 
sufficient to meet the claims of Swiss exporters to 
Hungary. As the Hungarian authorities were not in a 
position to settle the balance in cash, it was agreed that 
Switzerland should take over a corresponding quantity 
of wheat. The arrangement has certainly the charac- 
teristics of barter, but, retrogade as it may appear to us, 
there is something to be said for it. In the first place, at 
a time of declining international trade, it is a welcome 
event if the discrepancy in trade between two countries 
is levelled in an upward direction and not in a downward 
direction. Moreover, the principle implied in the trans- 
action is of importance. It should make exporting 
countries realise that they cannot possibly export unless 
they are prepared to import. This may appear a truism, 
but in normal conditions the truth of it is blurred by 
the complicated system of international trade, exchange 
and credit through which imports and exports are offset. 
The example of the Swiss-Hungarian arrangement 
presents the truth in its nakedness, which should con- 
tribute towards the development of right conception in 
the matter of international trade balances. 

The truth that we cannot sell abroad unless we are 
prepared to buy from abroad is also made evident in 
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the case of the Austro-German clearing arrangement. As 
is well known, owing to the unwillingness of Austria to 
become Nazi, the German Government stopped German 
tourist traffic in Austria so as to induce the Austrian 
Government, by economic pressure, to surrender. As 
Austria lives on her tourist traffic, and Germans constitute 
a very high percentage of Austrian tourist traffic, the 
blow was a heavy one. In spite of this it failed to 
influence the Austrian Government and it failed to 
affect the stability of the Austrian exchange. The reason 
why its adverse effect was comparatively restricted was 
the existence of a clearing agreement between Austria 
and Germany. The balance of visible trade between 
the two countries is very much in favour of Germany, 
but the difference is usually offset by the spendings of 
German tourists in Austria. When German tourist 
traffic was stopped, all that happened was that the goods 
bought by Austria from Germany were no longer paid for. 
The Austrian importers continued to pay in the purchase 
price to the National Bank, but, in the absence of the 
invisible exports represented by German tourist spendings, 
the Reichsbank was unable to pay the German exporters. 
Thus the damage caused to Austria failed to affect the 
stability of her exchange. 

Evidently the innovation of exchange clearing would 
deserve attention even if it were confined to a small 
number of countries without any chance of its being 
adopted in this country. It appears, however, that there 
is a tendency towards its general adoption, and it is 
highly doubtful whether Great Britain could, in the 
long run, resist the tendency. Up to now, whenever the 
question arose whether this country would follow the 
example, it always met with opposition in banking 
circles, as well as on the part of the Treasury. This 
opposition was due in part to the fundamental Free 
Trade mentality that continues to prevail in this country 
in spite of the adoption of Protection. The economic 
principle of laissez-faire originated in England both in 
theory and in practice, and it is not easy to discard a 
tradition which is so well established. It took thirteen 
years of difficulties to induce the majority of British 
opinion to pronounce itself in favour of a protective 
customs tariff, and it will not be easy for it to come to 
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the conclusion that free trade will have to be abandoned 
also in the sphere of foreign exchanges. Up to now the 
disadvantages of our unwillingness to adopt exchange 
clearing have not been too obvious. Yet, unquestionably, 
there are such disadvantages. The existence of exchange 
clearing between a certain number of countries tends to 
divert trade from other countries. To revert to our old 
example, if Hungarian importers find it difficult to obtain 
permits for the purchase of pounds, the chances are that 
they will take the line of least resistance and will import 
the goods required from a country with which there is 
exchange clearing. In some cases, such is the difficulty 
of obtaining foreign exchanges, the importers prefer to 
buy goods in countries where, thanks to the exchange 
clearing arrangement, no foreign exchange is required, 
even if the goods are more expensive or of an inferior 
quality. In many cases British exporters lost customers 
abroad owing to the lack of an exchange clearing arrange- 
ment. In other cases they have to accept blocked 
currencies in payment, while their rivals in countries with 
exchange clearing receive cash through the working of 
the clearing system. It is indeed an absurd situation 
that while the proceeds of British exports to a number 
of countries are retained on blocked account, those very 
same countries withdraw in cash the proceeds of their 
exports to Great Britain. 

Notwithstanding all this, the disadvantages of having 
failed to swim with the tide have not so far been 
intolerable. They may become unbearable, however, if 
the system is adopted by practically all civilized countries. 
in that case our foreign trade would suffer considerably 
in spite of the advantages of a depreciated exchange, 
the existence of a sterling block, and a series of trade 
agreements. It is conceivable that as a result of the 
general adoption of the system we might be forced into 
adopting it. 

Apart from considerations of trade, this country may 
conceivably change its attitude towards exchange clearing 
as a result of defaults on its foreign investments. A few 
weeks ago the high-handed attitude adopted by Germany 
towards her foreign creditors very nearly resulted in the 
adoption of one-sided exchange clearing against her on 


the part of Great Britain. There is reason to believe 
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that the concession made by the German authorities to 
the bondholders was the direct result of the threat of 
exchange clearing. On an earlier occasion threats on 
the part of Belgium to establish one-sided exchange 
clearing against Germany resulted in a similar concession 
on the part of the latter. For the moment the conclusion 
of an agreement between debtors and creditors removed 
the likelihood of such measures, but it would be a mistake 
to imagine that we have heard the last of the subject. 
Within a few months the present provisional agreement 
will expire, and it is possible that Germany will then 
want to go a step further in her programme of gradual 
debt repudiation. Our authorities may then be compelled 
to follow up their threat by action, and establish exchange 
clearing. This would mean that British importers from 
Germany would be compelled by law to pay the proceeds 
of their purchases into a special account. It is to be 
presumed that Germany would retaliate by compelling 
German importers of british goods to pay in the proceeds 
to the Reichsbank instead of transferring them to Great 
Britain. Thus the result would be an exchange clearing 
arrangement which would work substantially in the same 
way as the amicable agreements concluded by mutual 
consent. As German exports to Great Britain exceed 
British exports to Germany, the difference would be used 
for meeting the service of the German debt to this country. 

There are various objections to the idea of establishing 
exchange clearing in order to make Germany pay. 
Some people are inclined to believe that rather than 
submit to such treatment Germany would deliberately 
reduce her exports to this country, so that there would be 
no balance available for the creditors. It is unlikely, 
however, that Germany would thus cut off her nose to 
spite her face. Another objection is that the institution 
of exchange clearing might lead to the breakdown of the 
Standstill Agreement. This is, however, by no means 
necessarily the case. All that would happen is that the 
interest on standstill credits would in future be paid out 
of the German clearing account. Otherwise the system 
established under the Standstill Agreement could go on, 
as it is to the interest of both parties that it should 
go on. 

Germany is by no means the only defaulting debtor, 
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and it is possible that if we succeeded in making her pay 
through exchange clearing, the same system would be 
applied also to other defaulters. This, together with 
considerations of trade, may eventually result in the 
universal adoption of exchange clearing. 

In its existing form exchange clearing is unquestion- 
ably a primitive arrangement, as it is confined to the 
relations between two countries and ignores the possibility 
of three-cornered and multi-cornered trade and exchange. 
Should the arrangement develop from an emergency 
measure into an established system, this shortcoming 
could easily be remedied. If there is a surplus on the 
Hungarian clearing account with the Swiss National 
Bank, and a deficit on the Hungarian clearing account 
with the Austrian National Bank, there is no reason why 
the Swiss National Bank and the Austrian National 
Bank should not come to terms to compensate their 
respective differences. So far this has not been done, 
but it is reasonable to suppose that it will be done 
when the system develops. It is even conceivable that 
there will be an international clearing house (perhaps 
the Bank for International Settlements) through which 
the Central Banks and other national clearing institutions 
will clear their differences. 

The proper working of an international exchange 
clearing system would bring forth a large number of 
technical problems. There is the question of invisible 
exports and imports which, at present, in most cases is 
left out of the clearing agreements. There is also the 
question of providing the clearing institutions with a 
special working capital so as to enable them to pay 
exporters without having to wait for funds to be accumu- 
lated through payments by importers. As imports and 
exports are often seasonal, lack of such working capital 
might cause inconvenient delays in the payments. 

There is also the question how the international 
adoption of exchange clearing would affect the bill market 
and the foreign exchange market. As far as the bill 
market is concerned, there is no reason why it should 
make a material difference. Importers and exporters will 
always want temporary accommodation while the consign- 
ments are on their way, and acceptance credits would 
remain the most convenient method of accommodating 
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them. These credits could easily be worked through the 
system of exchange clearing. The result of the general 
adoption of the system would be admittedly far less 
favourable as far as the foreign exchange market is 
concerned. Obviously, it would mean the end of free 
dealing in exchanges. Once the system is adopted by 
every country, everything would go through the hands 
of the clearing institution. This does not, however, 
mean that all those who are engaged in foreign exchange 
business would then be thrown out of employment. To 
cope with international exchange clearing an immense 
organisation would be required in each country and it 
stands to reason to assume that those who have the prac- 
tical knowledge will be employed by those organisations. 
Regrettable as it may appear, if free dealing in 
exchanges should have to come to an end, perhaps it is 
a necessary consequence of changed conditions. Some 
form of exchange restrictions will have to be adopted as 
part of the permanent system sooner or later. Otherwise 
the international movements of capital, which were the 
cause of so much trouble during the last five years, will 
again and again endanger international monetary stability. 
Conditions are now totally different from those prevailing 
before the war. The amount of capital available for 
international transfer is many times larger than it was 
in 1913. Investment and speculation abroad has become 
immensely popular and facilities for them have increased 
considerably. While before the war foreign investment 
in British gilt-edged securities, for instance, was never 
more than 10 or 20 million pounds, in our days it runs 
sometimes into hundreds of millions, which can be 
withdrawn at short notice. The attraction of Wall Street 
for foreign speculators is also incomparably greater than 
it was in pre-war days. In face of these, and many other 
unsettling factors, it is doubtful whether pre-war stability 
of exchanges can ever be restored without very drastic 
. Measures and permanent restrictions. If this is not 
realised now, it will most probably be realised on the 
occasion of the next crisis, some time in 1940 or there- 
abouts. As exchange clearing works better than any other 
form of restrictions, it is reasonable to regard it as the 
system of the future. All the more so as it is in accordance 
with the general tendency towards economic planning. 
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- Life Assurance in 1933. 


By F. G. Culmer 


7 “HE increasing popularity of ordinary life assurance, 
both as a means of protection for dependants and 
as a medium of investment is evidenced by the 

new business statistics for 1933. Among the home offices 

which have already published their returns, only seven 
out of fifty have f failed to come up to their standard in 

1932 in respect of the volume of sums assured, their 

combined net figures, i.e. after deduction of re-assurances, 

showing a decline of £1,252,771. The other forty-three 
offices report a total increase of £18,285,205, so that the 
total net increase on the year amounts to £17,032,434. 

This expansion represents an advance of about 
I1-30 per cent. over the corresponding total for 1932 of 
the offices concerned. While all the life offices have not 
yet made their returns the present total of {169,522,953 
constitutes a new annual record. The previous highest 
record in 1930 was £166,000,000, and the 1932 total of 
approximately {£163,000,000 is now _ surpassed by 
£6,522,953, an advance equivalent to 4 per cent. on the 
twelve months. 

In numerous instances the new sums assured last year 
established individual records among the offices. While 
it must not be assumed that all this business was con- 
centrated in the United Kingdom, for many of the home 
offices have extensive connections overseas, it can, 
nevertheless, be reckoned that this country did absorb 
the major portion, and in this respect the table of results 
which follows contains some striking figures. The Sun 
Life’s aggregate of over £15,000,000 was issued solely in 
this country, and the Legal and General is essentially a 
home office, although the society entered the South 
African field a couple of years ago. 

It should be mentioned that the total of £12,031,119, 
with which the Legal and General is credited, includes 
decreasing term and group policies under which the 
sums assured amount to £5,534,920, and sinking fund 
policies for £993,387, but these figures do not include the 
group life business which the society took over some time 
ago from the Metropolitan Life of New York. 
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A notable feature—though not a new one—is the 
large amount of ordinary life business transacted by the 
industrial offices. Headed by the Prudential, with its 
grand total of £23,000,000, the group, made up of the 
Pearl, Refuge, Royal London, Britannic and Wesleyan 
& General, is responsible for an aggregate in sums assured 
of £47,389,151. The London & Manchester’s figures 
cannot be included, because this company’s financial 
year does not end until March 4. 


Net sums Inc. (+) or Dec. 
assured (—) as compared 

in 1933. with 1932. 

British Offices— £ 4 
Alliance sa a a 3,222,985 129,772 
Atlas .. ax na ‘i 2,800,0007 453,158 
Beacon sh at 869,589 153,767 
Blackburn Assurance i 285,000 } 30,525 
Britannic ; 2 ~ 3,179,523 : 661,151 
British Equit: able a ye 655,184 } 114,307 
British General e 3 654,070 t 114,307 
Caledonian .. 1,477,113 t 237,621 
Clerical, Medical & General 1,992,989 + 348,928 
Commercial Union .. 2 3,939,545 55,318 
Co-operative .. = ae 2,675,124 -. 457,518 
Eagle Star & Brit. Dom. .. 2,290,461 ‘ 133,530 
Equitable a oud es 1,100,000 a 18,590 
Equity & Law - aie 2,916,435 130,278 
Friends’ Prov. & Century .. 2,025,053 . 502,171 
General Life .. - - 2,308,950 + 444,718 
Gresham Life ~ bi 2,190,000 7 340,462 
Guardian as a 1,426,157 21,623 
Law Union & Rock gh 2,305,061 : 66,585 
Legal & General 7 is 12,031,119; + ,857,800 
Life Assoc. of Scotland aa 1,476,517 +- 159,937 
Liverpool & London & Globe 2,100,000 { 119,061 
London Assurance .. ‘a 2,280,000 204,584 
London Life .. ia ie 2,513,773 441,470 
London & Scottish .. ‘ch 864,648 }- 149,227 
Nat. Farmers’ Union in 277,401 t 69,029 
National Mutual - _ 700,935 ! 164,129 
National Provident .. As 1,390,000 + 16,261 
North Brit. & Mercantile .. 4,599,000 + 605,624 
Northern - os - 1,140,624 + 17,987 
Norwich Union és ie 8,933,966 {- 924,250 
Pearl .. - it i 8,761,731 + 1,143,789 
Phoenix ‘ ‘3 a 3,460,000} +- 24,227 
Provident Mutual .. es 1,899,000 173,000 
Prudential .. ba is 23,000,000 3,725,277 
Refuge bas a re 6,922,651 861,380 
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Net sums Inc. (+) or Dec. 
assured (—) as compared 
in 1933. with 1932. 

£ £ 


Royal .. =F + oF 3,792,674 59,242 
Royal Exchange __.... oF 3,006,226 t 128,124 
Royal London Mutual ‘a 4,100,000 { 75,650 
Scottish Amicable .. “a 1,685,792 4 366,684 
Scottish Life - = 1,683,517 303,121 
Scottish Provident .. we 3,134,208 279,699 
Scottish Temperance ~ 1,385,194 58,731 
Scottish Union & National .. 2,743,769 206,893 
Scottish Widows os ie 4,136,702 506,647 
Sun Life - ti - 15,139,417 21,152 
United Kingdom Provident 3,872,587 305,273 
University Life 3 os 211,957 . 2,450 
Wesleyan & General 6 1,425,246 {- 222,144 
Yorkshire oi cr = 2,500,000 + 672,022 

———— Total Net -—— _ 


Total - -» 169,522,953 Increase 17,032,434 


t Approximate. 


It will be seen that I have not included the Colonial 
offices in the above list, the reason being that it seemed 
more fitting that they should have a Table to themselves. 
Eleven overseas offices operating in this country issued 
new policies last year embracing in sums assured a total of 
over £120,400,000, which amount fell short by £15,910,578 
of the 1932 total. Of the 1933 aggregate, no less than 
£14,382,157 applied to assurances granted in the United 
Kingdom, and this sum exceeded the corresponding 
figure for the previous year by £157,154. In the following 
tabulation is shown the total life business for the year, 
together with the U.K. proportion. 

In addition to the large amount of revenue earned 
by the life offices in the shape of premiums on new 
assurances, there has again been a very substantial 
inflow of money from the public in connection with the 
purchase of annuities, in spite of the modification of terms 
following upon the lowering of rates of interest on gilt- 
edged securities. For one all-sufficient reason—the 
difficulty now experienced of investing large sums of 
money remuneratively in conjunction with adequate 
security—several offices are not over-eager to grant 
annuities. On the other hand, some of the biggest offices 
appear to have found these contracts decidedly worth 
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Sums __Inc. (+) or Dec. 
assured (—)as compared 
in 1933. with 1932. 
Colonial Offices— ‘ £ 
African Life .. ie ae -. 14,900,000 + 2,349,714 
Ditto, U.K. only .. .. TE 397,000 + 69,000 
Australian Mutual Provident .. *12,053,096 +- 1,702,070 

Ditto, U.K. only .. sa “s Not yet known. 

Canada Life .. RY me .. *10,826,000 — 5,722,283 

Ditto, U.K. only .. és .. * 2,944,000 — 516,000 

Colonial Mutual a o .. *f 7,626,000 + 1,275,000 

Ditto, U.K. only .. 7” Ke 2,072,535 + 748,611 

Confederation Life .. om a 8,000,000 — 900,000 

Ditto, U.K. only .. - i Not yet known. 

Imperial of Canada .. is .. = 5,086,000 + 1,414,000 

Ditto, U.K. only . ” 570,000 + 290,000 

Manufacturers Life of Canada .. *11,084,969 — 1,746,371 

Ditto, U.K. only .. ; 849,362 + 144,995 

Mutual Life & Citizens of Australia Not yet known. 
Ditto, U.K. only .. .. TE 100,000 81,725 
National Mutual of Australasia * 7,577,445 - 1,027,784 
Ditto, U.K. only .. * 1,292,260 + =. 283,823 
Southern Life Association of Africa tt 3,000,000 434,000 
Ditto, U.K. only .. - .. ti 157,000 — 43,000 
Sun Life of Canada .. a .. 144,500,000 — 13,876,492 
Ditto, U.K. only .. Ie .. T 6,000,000 — 902,000 
* Gross. + Net. { Approximate. 
while, and in catering for annuitants they are certainly 
extending a helping hand to a most deserving section of 
the community—people of advanced age, many of whom 
could not otherwise provide themselves with a bare 
living by the investment elsewhere of their limited 
amounts of capital. I know of many instances where 
annuities have proved an immense boon to the recipients, 
whose incomes had been sadly reduced. Last year the 
purchase consideration received by only seven offices, 
including two Colonials, amounted to £8,623,333, an 
increase of {1,432,972 over 1932. 

There is no doubt that the drastic change in invest- 
ment conditions on the Stock Exchange has compelled a 
wider recognition of the many-sided advantages apper- 
taining to life assurance. Not the least important is the 
absence of any risk of capital depreciation, while the 
attractive yields afforded by limited premium payment 
policies, or assurances of the endowment type, are bound, 
especially in times like the present, to find favour with 
the investing public. In 1932, single premiums paid to 
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the life offices totalled about £4,500,000, and it will 
probably be found when the full reports are issued a 
little later on that this amount was exceeded very con- 
siderably in 1933. 

However much single premium policies may be 
objected to by the devotees of pure life assurance, it 
cannot be gainsaid that, on the with-profit basis, they 
hold out a good deal of attraction from an investment 
point of view. Only if premiums were raised to a more 
or less prohibitive level would the capitalist find them 
unprofitable. 

Another important point lies in the necessity which 
renders it imperative nowadays for people to think more 
of capital in terms of income. The life offices have done 
much in the way of encouraging the public in this respect 
by their advocacy of the Family Income type of policy, 
the essential feature of which is the provision of an 
adequate income for a deceased policy-holder’s dependants 
at a critical period in their lives. At a moderate cost 
many a man is thereby enabled to make such provision 
for the future needs of his wife and family as would 
otherwise oftentimes be beyond his resources. 

The popularity of the Family Provision policy has 
never waned since its introduction in 1930, and this is 
not surprising seeing that it supplies a much-felt want 
in the home. Among other kinds of life assurance schemes 
a large business has been transacted in deferred assur- 
ances for children. Here again, low premiums, although 
spread over a lengthy period, and useful benefits, are the 
obvious attraction. In combination with house purchase, 
life assurance fulfils a most essential role, and there is a 
sustained demand for it. Naturally, with income tax at 
5s. in the £, the concession allowed by the State in respect 
of rebate of tax at one-half the standard rate on life 
assurance premiums affords an incentive to people to 
assure their lives and to reap the additional benefit of 
their own thrift. 

The continued rise in the value of gilt-edged securities 
last year, and the lower yields therefrom, accentuated by 
the lower rates of interest obtainable, is a matter of some 
considerable concern to the life offices, for it is in these 
securities that the bulk of their funds is invested. A long- 
sustained period of low interest rates would inevitably 
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result in minimising the average net rates of interest 
earned by the offices and have a considerable effect upon 
the revenue from that source. So far the diminution in 
interest income has not been too pronounced, owing 
chiefly to the fact that in previous years life assurance 
funds were invested at higher rates of interest. 

While it is impossible to visualise any tangible 
improvement in the trend of interest rates for, perhaps, 
a few years ahead, the outlook in this respect as it may 
affect the surpluses earned by the life offices is not so 
doleful as some people appear to apprehend. In the 
December issue of THE BANKER I went fully into the 
matter of the general insurance outlook from the stand- 
point of investment earnings, and drew attention to the 
other essential sources of revenue from which surpluses 
are partially derived. I wrote: ‘“‘ There is no occasion 
to take a despondent view of the bonus outlook merely 
because of the lower level of interest rates.’ That 
opinion has since been justified, at any rate so far, by the 
recent bonus declarations. 

The Prudential, Scottish Widows, National Provident, 
Refuge and Britannic have made their bonus announce- 
ments, and in all cases ordinary rates have been main- 
tained at their previous levels. It is especially note- 
worthy in the case of the Scottish Widows, whose com- 
pound rate of 42s. per cent. per annum is continued as an 
interim bonus for the current quinquennium, that the 
surplus revealed by the valuation at the end of last year 
was the largest in the history of the society. It is worth 
while mentioning that the directors of the Scottish 
Widows, in their bonus statement, drew attention to the 
high and increased rate of income tax, the fall in interest 
rates and the other unfavourable financial and economic 
changes which arose during the last five years, but which 
did not affect the whole of that period. 

“Tf those factors continue to operate,’ observed the 
directors, “‘ the society, in common with other offices, 
cannot expect the high bonuses of recent years to be 
fully maintained, and the position will accordingly be 
reviewed from time to time during the next five years in 
order that the directors may consider whether circum- 
stances justify them in maintaining the rate of inter- 
mediate bonus now declared.”’ 


? 
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It will be realised that in the circumstances this note 
of caution is not out of place, but, at the same time, I 
can say, from close observation, that there is, on the 
whole, an optimistic feeling among the life offices in 
regard to the possibility of bonuses being maintained, 
even where the rates now in force are substantially 
higher than the one just referred to. 

Towards the end of the year statistics concerning the 
mortality of assured lives over a period of years were 
published by the Institute of Actuaries and the Faculty 
of Actuaries, and the experience disclosed was very 
favourable. This laid by the heels rumours of a possible 
advance in premium rates in respect of without-profit life 
policies. Neither are with-profit policy premiums likely 
to undergo revision, because if any economy in this 
direction should be found necessary, it would be effected 
by means of a reduction in bonuses. As to that, the latest 
bonus announcements indicate that, as suggested above, 
there is not likely to be any drastic alteration. Hence, 
this supposition, for which in my opinion there is solid 
ground, presages a satisfactory outlook for policy- 
holders. Life assurance to-day is cheap, and the assuring 
public can rely upon getting good value for money. 


Appointments and Retirements 


Commonwealth Bank of Australia 

Mr. Alexander Fowlis Bell and Mr. Peter Tait have 
been appointed to the Board of the Commonwealth Bank 
of Australia. Mr. Bell was the former business partner 
of Sir Robert Gibson, the late chairman of the Bank. 
He was appointed to the Board of the National Bank of 
Australasia in January, 1932, and is now resigning this 
position in order to join the Commonwealth Bank. 


Dominion Bank 

The Chairman of the Dominion Bank, Mr. A. W. 
Austin, has had to retire from his position owing to ill- 
health. His successor is Mr. C. A. Bogert, who entered 
the service of the Dominion Bank in 1881. He was 
General Manager of the Bank for over 25 years, and was 
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made president a year ago. Mr. Clifton H. Carlisle, the 
former vice-president, becomes president, and Mr. W. W. 
Near and Mr. R. S. McLaughlin, who have been directors 
of the Bank for many years, have been elected vice- 
presidents. 


Lloyds Bank 

Lloyds Bank, Limited, announce that Mr. A. H. 
Ensor, Deputy Chief Accountant, has been appointed 
Chief Accountant in succession to Mr. F. C. Trott, who 
has retired from active service. Mr. Ensor was born in 
18g1 and educated at King Edward’s High School, 
Birmingham. He was on active service during the war 
from 1915 to 1918. In 1924 he was appointed Assistant 
Inspector at Lloyds Bank Head Office and became 
Inspector in May, 1926. In May, 1927, he was made 
sub-manager of the City Office, becoming Assistant 
Manager in December, 1928. He was appointed General 
Manager’s Assistant at the Head Office in January, 1929, 
and Deputy Chief Accountant in May, 1930. Mr. Ensor 
is a Fellow of the Institute of Bankers. Mr. H. J. 
Hutchens, an Advance Department Controller, has been 
appointed Deputy Chief Accountant. 


National Bank of Australasia 


Mr. H. G. Darling has been appointed to a seat on 
the Board of Directors of the National Bank of Austra- 
lasia, which was rendered vacant by the death of Mr. Hugh 
Murray Strachan. Mr. A. F. Bell has resigned his seat on 
the Board. 


National Provincial Bank 


Sir Alfred Lewis, K.B.E., LL.D., having expressed a 
wish to be relieved of active executive duties, has accepted 
the invitation extended to him to be a Deputy Chairman 
of the National Provincial Bank, Limited. Sir Alfred 
was born at Birmingham in 1868. He was educated at 
King Edward’s High School, and at the age of 17 began 
his banking career in the service of the Birmingham and 
Midland Bank. When only 23 years of age, he was 
appointed Manager at the Bank’s Morley branch. He 
was soon given charge of the much larger Derby branch, 
and in 1902 was made Assistant Manager at the Chief 
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Office in Birmingham. In 1916 he was appointed to a 
seat on the Board of the Bradford District Bank, and he 
became connected with the National Provincial Bank 
when a year later it absorbed the Bradford District Bank. 
He was appointed a Joint General Manager in 1gIg. 
During the war Sir Alfred worked whole-heartedly for the 
National Savings campaign and in 1921 he was knighted 
in recognition of his invaluable service to that movement. 
Since 1929 he has occupied the position of Director and 
Chief General Manager of the Bank. 

Mr. Ernest Cornwall, who has held office as a Joint 
General Manager since Ig21, has been appointed by the 
Directors to be Chief General Manager of the Bank. After 
serving for a short period in London, he went to Whit- 
church, Shropshire, and after seven years in this agricul- 
tural area, the next eleven years were divided between 
the following industrial centres of the North : Manchester, 
Leeds, Hull and Sunderland. His experience was further 
widened when be became an Inspector of Branches in 
Ig10, which involved visiting branches throughout 
England and Wales. In 1913 he returned to an important 
administrative appointment at the Head Office and 
then, after a period of two years in management at the 
principal banking office in the city, he took charge of the 
important department which deals with Advances 
throughout the service of the Bank. In January, Ig21, 
Mr. Cornwall was appointed an Assistant General Manager 
of the Bank and later in the same year he became a 
Joint General Manager. 


In Memoriam 


Cecil Baring — Lord Revelstoke 
Born September 12, 1864—Died January 26, 1934 


It is difficult for one who knew and loved him to speak 
of Cecil Baring without appearing to use the language of 
hyperbole. He was of that elect company whose uncon- 
scious mission it is to sweeten and purify the springs of 
life. He was in the City, but not of it. His dwelling was 
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on the heights, and from there he surveyed the struggle 
below with a serene and tranquil faith which never 
dreamed, though right were worsted, wrong would 
triumph. ‘“‘ We may be sure,’”’ he said, speaking of the 
oppression of the poor, in the last speech he delivered at 
the annual meeting of the United Kingdom Provident 
Institution, ‘‘ that, however long it takes, that wrong, 
that wickedness, that folly, will be set right—and set 
right not hereafter, in some Elysian Field, but here, 
even here, on Earth.’’ His mind was attuned to spiritual 
things and could not rest content with any material 
explanation of the universe. It worked in a constant 
endeavour to strip the visible phenomenon of its material 
attributes and to disclose the noumenon within. He 
spoke little in company, and when a question was ad- 
dressed to him, had an odd trick of closing his eyes as if 
turning his vision inward. He possessed, indeed, what 
is almost an additional sense, the rare gift of ‘‘ the single 
eye,” so that when the answer came it was full of light, 
for it was void of self. Shy and hesitating in his manner 
and retiring in his ways, he went about radiating a simple 
goodness and sincerity which put all dissimulation and 
double-dealing to flight. A lie could not live in his 
presence. The truth he knew and practised was the 
truth that is in the inward parts. His conversation was 
lit up by a lambent and whimsical humour which was 
seen at its best when only one or two were present. 
Nature he loved and, next to Nature, Art. He also loved 
his fellow-men and out of the rich store of his ripe wisdom 
he brought forth abundantly treasures of whatsoever was 
just and pure and of good report. His sensitive per- 
ception and delicate sympathy made him an ideal 
companion. He did not enter into friendship easily or 
perfunctorily. He knew—no one better—that friendship 
is a plant which must be often watered. But when he 
did undertake its duties they were fulfilled in full measure 
and running over. His friends were always being sur- 
prised by little unexpected touches which revealed how 
constantly he kept them in his mind. They expected 
much of him and yet somehow he always contrived to 
give more than they had expected. 

And now he is gone from us. We shall see him no 
more on earth, we shall greet no more his shy smile of 
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welcome, but in the hearts of those who knew and loved 
him he will live on in 

That best portion of a good man’s life, 

His little, nameless, unremembered acts 

Of kindness and of love, 
and in the inspiring memory of a noble and generous 


nature. 
C.3. A. 
London, February 19, 1934. 





American Banking 
By a Correspondent 


HE development of President Roosevelt’s monetary 

policy underwent an important mutation on Febru- 

ary I when the dollar was revalued by proclamation 

at 59°06 per cent. of its former parity and placed on 

what was officially described as an “ international gold 
bullion standard.”’ 

The principal steps in accomplishing this change 
were : first, the acquisition by the Treasury of title 
to all the monetary gold in the country including the 
gold formerly held by the Federal Reserve Banks as 
reserves against their outstanding currency and their 
deposits; second, the reduction of the gold content 
of the dollar from 25-8 to 15; grains of gold ;%, fine 
so as to establish a price for gold of $35 an ounce; 
third, the revaluation of the monetary gold stocks to 
conform with this change in the gold content of the 
dollar, involving a profit of some $2,805,500,000 and 
lifting the total of monetary gold stocks to over 
$7,018,000,000; fourth, the ear-marking of $2,000,000,000 
of this gold profit as a stabilisation fund to be used 
at the discretion of the Treasury for purchasing gold, 
dealing in foreign exchange or in government bonds. 

These various acts were made possible by the enact- 
ment on January 29 of the Gold Reserve Act of 1934, 
an omnibus measure which not merely authorised the 
President to change the value of the dollar from time 
to time within the limits of 50 to 60 per cent. of its 
old parity, but also liberalised the provisions under 
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which the Secretary of the Treasury was authorised 
to borrow money, and made various changes in the 
statutes governing the Federal Reserve System. 

It is impossible to estimate accurately the conse- 
quences of the new monetary legislation because such 
wide latitude is given to the Administration in carrying 
out its provisions. It is possible under the Bill 
for the Federal Reserve System to be rendered impotent, 
for the Secretary of the Treasury could offset the credit 
policy of the Reserve Banks at any time through the 
operation of the $2,000,000,000 “ stabilisation fund ” 
placed in his hands. It seems doubtful, however, 
if this constitutes any very important break with 
the past, for, in spite of its theoretical independence, 
the Federal Reserve System has never been free from 
Treasury influence, amounting often to virtual control. 

From a strictly currency standpoint, the new develop- 
ments are a departure from the previous monetary policy. 
Although the President has made it plain that the 
present revaluation of the dollar by no means precludes 
future changes within the limitations laid by the new 
law, it is evident that the prospect of unlimited deprecia- 
tion of the currency has been closed and that the 
Administration has committed itself to a restoration 
of the gold standard. The commodity dollar, which 
was the most controversial of the elements of the recent 
monetary policy, has been thrown into the discard. 
The new gold standard provides for the free purchase 
of all gold offered (except for domestically hoarded 
gold) at $35 an ounce, and for the sale of gold at the 
same price for export to foreign central banks whenever 
the foreign exchange value of the dollar shall fall below 
the gold export point vis-a-vis another currency. 

This, it will be noted, is not unlike the gold standard 
as it is maintained by the Netherlands. It is important 
to note that gold exports will only be made to countries 
on the gold standard, a provision which was set up 
undoubtedly with the British Exchange Equalisation 
Fund in mind. 

The decision to devalue the dollar at this time was 
apparently dictated by two considerations: first, the 
desire to put an end to agitation over the currency 
question on the part both of the sound money faction 
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and the more extreme inflationist group; and second, 
the desire to secure the “ profit ’’ resulting from revaluing 
the monetary gold stocks. 

The silencing of the prolonged debate over the 
currency had become imperative in view of the huge 
borrowing programme projected by the Treasury and the 
increasing desire on the part of the Administration to 
reopen the capital market as a means both of stimulating 
private industry and relieving the demand upon the 
government lending agencies. 

The desire to lay hands upon the profit accruing 
from revaluing the monetary gold stocks is under- 
standable enough in view of the Treasury’s urgent 
need of funds; but there was also another factor: this 
was the desire to set up a “stabilisation fund ’’ which 
should make it possible to render effective in the foreign 
exchange market the reduction of the gold content of 
the dollar. Curiously enough, the entire plan appears 
to have undergone a wide revision between the time it 
was first outlined by the President in his message to 
Congress on January 15 and the time it was put into 
execution by the Presidential proclamation of January 31. 

The original discussion of the stabilisation fund 
appeared to contemplate active operations in the foreign 
exchange market, including the purchase of gold in 
London and Paris, to reduce the dollar abroad to its 
gold value at home. This was picturesquely described 
in the deliberations of the Senators and among the 
public at large as arming the United States for a 
currency warfare in which ‘the offensive had long since 
been taken by the British Exchange Equalisation Fund. 
The provision for the purchase of gold imported from 
abroad by commercial banks at $35 an ounce has, how- 
ever, apparently rendered unnecessary any direct interven- 
tion by the new fund in the foreign market. Instead, the 
entire gold profits realised from the revaluation of the 
monetary stocks have been placed in the general fund 
of the Treasury, thereby transforming a deficit of nearly 
$2,000,000,000 into a surplus of nearly $1,000,000,000. 
Gold imported from abroad is being paid for by 
disbursements out of this general fund. 

The change in tactics from what appears to have 
been contemplated originally has the effect of transferring 
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to the ‘‘ automatic working” of the gold standard 
the onus for the heavy drain upon the gold reserve 
of the Bank of France which set in immediately upon 
revaluation. Had this drain been directly traceable 
to the operations of a fund controlled by the United 
States Treasury an awkward situation might have 
arisen. 

As it is, there is very general doubt in banking 
circles here if Europe will long permit an unrestricted 
flow of gold to the United States. There is even some 
doubt whether the official monetary advisers of the 
Administration would not prefer to see the gold standard 
suspended in France, leading ultimately to a restabilisa- 
tion of all currencies at a lower gold content. Professor 
Warren, who is credited with the chief responsibility 
for the latest move, is known to believe that foreign 
exchange rates are of no consequence in affecting prices, 
but that the value of gold is all-important. From 
the standpoint of his theories, therefore, a world-wide 
revaluation of monetary gold would result in a world- 
wide rise in prices. 

A development second in importance only to the 
revaluing of the dollar and closely connected with it 
was the rise in the bond market during the first five 
weeks of the year. In the most active trading for over 
twelve years, prices of all classes of domestic bonds have 
advanced sharply and there is increasing discussion of 
the possibility of resumption before long of public 
financing. With the monetary question regarded as 
settled so far as the issue of unlimited inflation is 
concerned, the banking community regards the reopening 
of the capital market as the next important objective. 
There is reason to believe that this is one opinion at 
least which the Administration is beginning to share 
with the bankers. The prompt reduction by the Federal 
Reserve Bank of New York of its rediscount rate from 
2 to 14 per cent. following the revaluation of the dollar 
was calculated to bring further pressure to bear toward 
forcing idle bank funds into the bond market. The 
greatest obstacle remaining in the way of new financing, 
however, is the Securities Act passed early in the 
Roosevelt regime which, due to the excessive zeal of 
its proponents and the looseness with which it was 
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framed, exposes the directors of issuing corporations 
as well as the officials of underwriting houses to grave 
risks in connection with the offering of securities to the 
public. Indications have not been lacking in the last 
few weeks that the Administration is now prepared to 
consider some revision of the Securities Act, and if this 
can be accomplished a substantial volume of new 
financing may appear. 

The reopening of the capital market would give 
practical significance to the theoretical possibilities of 
huge credit expansion involved in the revaluation of the 
dollar. The possible topmost limits of the credit 
expansion have been variously estimated by experts at 
from $50,000,000,000 to $250,000,000,000. All of these 
estimates depend on the course taken by the Administra- 
tion, which can scarcely be predicted, but it is obvious 
that in any case the materials for an enormous credit 
expansion are at hand. 

Under the arrangement whereby the Treasury cap- 
tured some $2,800,000,000 of gold profit, the disbursement 
of this fund, whether through the purchase of government 
securities, of gold, or of foreign exchange, or through 
payment of other Treasury expenses, would result in 
the transfer to the Federal Reserve Bank of an equivalent 
amount of “gold certificates’’ eligible as_ reserves. 
Added to the present free reserves of the System, the 
expenditure of this entire fund would yield about 
$3,800,000,000 of excess reserves in the Federal Reserve 
Banks. When it is recalled that $1 of Federal Reserve 
“ gold’”’ will support $28 of member bank credit the 
inflationary possibilities become evident. 

Viewed from another angle, the disbursement by 
the Treasury of these funds will increase member bank 
reserves by a proportionate amount, and these in turn 
will support a volume of bank loans and investments 
approximately ten times as large. 

The events of the past few years have of course 
demonstrated that credit expansion does not invariably 
follow an expansion of bank reserves. Member banks 
of the Federal Reserve System at the present time have 
reserves in excess of their requirements sufficient to 
support an expansion of loans to the extent of 
$10,000,000,000, yet the only important advance in 
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bank credit in recent months has been that occasioned 
by the borrowings of the government itself. In this 
connection government expenditures have shown sur- 
prisingly small effect upon the general volume of business. 
In the month of January, Treasury disbursements 
averaged more than $30,000,000 aday in excess of receipts, 
and the bulk of this money was paid out through 
emergency and relief channels which should have insured 
a rapid turnover of the funds. Business statistics, how- 
ever, while showing a gain over the abysmally low 
levels of a year ago, seem scarcely to reflect these large 
Federal outlays to the extent that might have been 
looked for. 

The banking structure has been further strengthened 
since the beginning of the year by a return of money from 
hoarding and by the seasonal reduction of the volume 
of money in circulation. Between December 23 and 
January 24 the volume of money in circulation was 
reduced by $274,000,000 and the Reserve balances of 
member banks of the Federal Reserve System rose by 
$137,000,000. The inauguration at the beginning of 
the year of Federal Insurance of bank deposits on a 
temporary basis covering accounts up to $2,500 has been 
successful in allaying such public distrust of the banks 
as still remained. 

Efforts are being made by the bankers to secure a 
change in the law so as to maintain deposit insurance 
on the temporary basis now in force and abandon the 
permanent plan which is scheduled to go into effect 
on July 1. There are signs that these desires meet 
with sympathy in Administration circles, but the President 
has let it be known that he does not favour any banking 
legislation at the present session of Congress and, 
unhappily for the bankers, their suggestions have been 
taken up in Congress by Republican legislators rather 
than by members of the party in power. 
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French Banking 


By a Correspondent 


N France the year 1934 did not begin in too unfavour- 
I able conditions, as far as the first month of the year 
was concerned. Towards the end of 1933 conditions 
in the money market became easier. The passing of the 
financial projects of the Chautemps Government pro- 
duced a good impression. Without causing a real return 
of confidence, it stopped the increase of hoarding. During 
January, the improvement of the money market con- 
tinued. Although the Stavisky scandal was an unsettling 
factor, it did not produce grave repercussions on the 
money market, which remained relatively easy. On 
the other hand, the deplorable events of February 
threatened to affect the financial situation. Fortunately, 
M. Doumergue came into power and obtained a political 
truce. 

It will be remembered that in November last money 
rates in Paris were fairly firm. The market rate of 
discount rose to the vicinity of the Bank rate. The rate 
on three months’ loans on Bons de la Défense Nationale 
rose to 3} per cent., compared with 14 to 2 per cent. in 
January, 1933. During December, the rates remained 
practically at the same level as in November. Considering 
the end-of-year requiremenis, however, the absence of 
a further rise was a favourable symptom. 

In fact, during January, when the money requirements 
declined to their normal level, the interest rates declined 
considerably, especially those representing the general 


tendency of the market. 
End of Endof End of 
Nov.,  Dec., Jan., 


1933 1933 1934 


Market rate of discount . 

Day to day money ns ‘i - 
Loans on Bons de la Défense Nationale :— 
Market rate for 1 month e 
Market rate for 3 months 
Rates of loans on securities :— 

On the Parquet 
On the Coulisse 
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The discount rate remained at 23 per cent. and day-to- 
day money rate even advanced from 1} to 2} per cent. 
But the volume of business in these sections of the market 
was very small. The most active section was, as usual, 
that of loans on Bons de la Défense Nationale. As is 
shown in the above table, the rate on one month’s loans 
declined from 3} per cent. in December to 2 per cent. 
at the end of January, while the rate for three 
months’ loans dropped from 3,;% to 212 per cent. These 
rates are still too high in comparison with those prevailing 
in London, New York, Amsterdam and some other 
financial centres. Two years ago the Paris market 
witnessed a plethora of money, but the financial crisis 
which reached France in 1933 brought about an outflow 
of capital and internal hoarding. As at the same time 
the Treasury had also to cover its urgent requirements 
in the market, the result was a rise of interest rates. 

The improvement which took place at the end of 
December and the beginning of January did not neutralise 
the previous rise of interest rates. The amount of potential 
resources is, however, considerable. The amount of 
hoarded notes alone is estimated at 25 milliard francs, 
to which some 15 milliards of hoarded gold should be 
added. It is evident that if even a small part of the 
hoarded funds were to return to the market, there would 
be a substantial fall in money rates. At the beginning 
of 1934 there was some return of hoarded funds, but it 
was too moderate to make much difference. The fall of 
interest rates was due mainly to the decline in the 
demand for credit. On the whole the resources of the 
market did not materially change. Although the returns 
of the Bank of France show some big changes they are of 
no great importance. 

Between December and January the note circulation 
declined from 82,613 millions to 79,474 millions, a fall 
of 3,139 million francs or £40 millions. This reduction is 
due to the return of part of the notes issued at the end 
of December. It was accompanied by a parallel increase 
of deposits and current accounts, which advanced from 
15,730 millions to 18,106 millions, an increase of 2,370 
millions or £30 millions. The difference between the 
expansion of the deposits and current accounts and the 
decline of the note issue was due to the decline of 
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End of End of End of 
Nov., Dec., Jan., 


1933 1933 1934 





(Millions of francs) 


ASSETS. 
Gold reserve ~ sa 77,822 77,098 77,055 
Foreign exchange reserve ‘(total) “ 1,018 924 896 
Sight "e ae a a ‘ie 38 15 16 
Time “s - il a os 980 go9 880 
Discounts (total) .. - re ss 4,325 4,973 4,720 
Bills on France .. , it - 4,203 4,739 4,619 
Bills on foreign countries - he 122 234 IOI 
Advances on bullion - “a - 1,413 1,414 ~~ 1,473 
Advances on securities .. a4 - 2,814 2,921 2,893 
Bonds on the Caisse Autonome .. bea 6,186 6,122 6,119 
LIABILITIES. 
Note circulation .. a 80,368 82,613 79,474 
Current and deposit accounts (tot: ar 17,971 15,736 18,106 
Of which— 
Treasury i i - 697 261 46 
Caisse Autonome — ak wa 2,259 2,061 2,224 
Private accounts a sis a 14,813 13,194 15,592 
Sundry .. - - “ 202 220 244 
Total of sight liabilities - 7” ae 98,339 98,349 97,580 
Percentage of gold cover oi -» 79°14% 78-39% 78°97% 


rediscounts from 4,973 millions to 4,720 millions, as well 
as to the decline of several other asset items. It is probable 
that in the December return part of the discounts was 
included in the item of miscellaneous assets. This item 
includes various special accounts which regulate the 
relations between the head office and branches. At the 
end of the month, these accounts increase in importance, 
owing to the bills sent to the provinces or from the 
provinces for collection. It is possible that in February 
discounts will show an increase. At the beginning of the 
month rediscount facilities were, in fact, used to a 
greater extent. The provisional stabilisation of the 
dollar resulted in a flow of gold from Paris to New York. 
These withdrawals made money tighter, and the banks 
had to rediscount some of their bills with the Bank of 
France in order to replace the funds temporarily immobi- 
lised through the gold shipments. 

The above table does not yet indicate the effect of the 
withdrawals. The decline of the gold reserve by the end 
of January was insignificant; it was caused by direct 
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purchases on account of the American authorities. In 
fact, during January the gold exchanges remained within 
the gold points, and the franc was firm in relation to 
sterling, as a result of the liquidation of bear positions 
contracted in November last. Although the sterling- 
franc rate declined from 83 to 78, the Exchange Equalisa- 
tion Fund was not prepared to intervene. While in 
November it bought francs to prevent a too rapid appreci- 
ation of sterling, now that the movement reversed it did 
not sell francs, so that the November selling of sterling 
was not provided with a counterpart. Covering of Swiss 
and Dutch bear positions in francs maintained the 
franc firm in relation to the Swiss franc and the guilder in 
January. It was not until the beginning of February, 
however, that the guilder depreciated to gold import 
point. Gold began then to flow from Amsterdam to 
Paris, and compensated in part the Bank of France for 
its losses through shipment to the United States. 

The new American policy as expressed in the Gold Act 
did not cause much uneasiness in Paris. Official circles 
expect that gold will be withdrawn for the United States, 
but they do not believe that these withdrawals will 
assume excessive dimensions. In any case, they are 
determined to observe strictly the rules of the gold 
standard, by delivering gold bars to everybody who 
presents franc notes to the Bank of France for con- 
version. Nothing short of exceptionally grave events 
would induce the Government to modify its policy. 

The annual report of the Bank of France, published at 
the end of January, also emphasises the determination to 
follow the rules of the gold standard. In 1933, as a result 
of the withdrawal of capital, the gold reserve was reduced 
by 6 milliard francs. On the other hand, the foreign 
exchange reserve declined by 3 milliard francs, making 
a total loss of 9 milliards of reserves. At the same time, 
however, sight liabilities (notes and deposits) declined 
from 107 to 97 milliards, a contraction of 10 milliard 
francs. Thanks to this reduction, the percentage of the 
gold cover has hardly altered. The result was, however, 
a contraction of money market resources, which, to 
quote the report, “has made more and more difficult 
and more and more expensive the carrying of speculative 
positions.’”” The French monetary authorities are con- 
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vinced that, by restricting credit to an extent equal to 
that of the outflow of gold, they are in a position to 
fight effectively speculative operations. The events of 
the past months confirmed this opinion, as the recovery 
of the franc in January was due exclusively to this 
policy. 

The report of the Bank of France is not confined to 
monetary questions. Being the centre of economic 
activity, the bank is in a unique position to form an 
opinion on the development of trade and the economic 
outlook in France. The report gives an account of the 
progress made in 1933. Several branches of industries 
registered some recovery, but it is a long way to attain 
complete recovery and readjustment. The report points 
out that, without awaiting the stabilisation of foreign 
currencies and the lowering of customs barriers, France 
has to make progress towards adjustment of costs. The 
success of this effort depends largely on the Government, 
as the reduction of public expenditure is essential. 
French trade is handicapped by the high cost of pro- 
duction. The fall of prices was much more moderate 
than in other countries. Between 1929 and November, 
1933, the fall of the gold index number of wholesale 
prices was 38 per cent. in France, while it was 53 per cent. 
in Great Britain and the United States. The fall of 
retail prices expressed in gold was 15 per cent. in France, 
44 per cent. in Great Britain, and 60 per cent. in the 
United States. As a result, France finds it difficult to 
compete with her foreign rivals. This is the reason why, 
in spite of customs tariffs and quotas, the trade balance 
is still unfavourable. 

The high level of prices is due to the economic policy 
of the Government, which endeavours to check a fall of 
prices. In the opinion of the Bank of France, a deflation- 
ary policy is inevitable. The Government should set an 
example by cutting the salaries of civil servants. The 
Government should also endeavour to reduce the interest 
rate on long-term loans, which is also a means of lowering 
cost of production. The report points out that the 
capital market was under the influence of Government 
borrowing, which causes an increase of interest rates. 
This situation calls for remedy; it could be improved by 
a reduction of public expenditure. So long as important 
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amounts are withdrawn from the market by hoarding, 
there is no hope of a reduction of interest rates. During 
1933 there was no sign of any increase of note hoarding ; 
there was no increase in the issue of 1,000 f. and 500 f. 
notes. On the other hand, bank deposits declined, 
and this indicates an increase of gold hoarding. 

Although the report does not actually state it, the 
return of confidence is the essential condition of the im- 
provement of the economic and financial situation of the 
country. The decline of hoarding would result in an 
increase of business activity, and would result in a fall of 
interest rates. 

The Bank of France is firmly attached to sound 
monetary traditions. Its report rejects all monetary 
manipulations which are adopted in certain countries, 
especially in the United States. Its conclusion is a 
severe indictment of President Roosevelt’s policy. 

“ The experience of 1933,’’ it states, “‘ can only confirm 
the doctrines to which we have always been firmly 
attached. We are convinced more than ever that the 
convertibility of the currency into gold is the indispen- 
sable condition of sound economic and social discipline. 
However tempting may be the artificial processes to 
which, as history shows, the nations are always inclined 
to revert during periods of crises, they only bring illusory 
improvements, followed soon by disappointment. Inter- 
national interchange of goods, which, in the modern 
world, plays such an important part in the prosperity 
of nations, cannot expand while the value of the leading 
currencies is not definitely fixed. Monetary stability is 
the most effective means for restoring lasting prosperity. 

“Tt has, in our opinion, an even more important 
significance. It is the only possible basis of the progressive 
evolution of mankind. France will remain faithful to it. 
Our country rejects instinctively the solutions of adven- 
ture, which is contrary to its fundamental interests and 
to its mentality.” 

The principle stated by the Bank of France is also 
maintained by the Government. It is supported in 
the main by public opinion which, learning from 
post-war experience, has no wish to be exposed to 
monetary fluctuations, with all their disturbing economic 
and social consequences. 


T 
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German Banking 
By a Correspondent 


HE first leading German banks which published 
their accounts this year were the Reichs-Kredit- 
Gesellschaft—whose share capital is held by the 
Reich- and the Berliner Handels-Gesellschaft. These 
were the only two big banks which paid a dividend for 
1931, and for 1932 the dividend was raised from 4 to 
5 per cent. This dividend was maintained for 1933; 
although it would have been possible to raise it, the 
banks preferred to strengthen their reserves. The develop- 
ment of these two banks was characteristic of German 
banking in general. Receipts from interest declined as a 
result of the decline of the volume of credit as well 
as interest rates. On the other hand, the revival of 
Bourse activity resulted in an increase of income from 
commissions as well as from participations. 

It is taken for granted that the three other leading 
Berlin banks, the Deutsche Bank- und Disconto-Gesell- 
schaft, Dresdner Bank, and Commerz- und Privatbank, 
which had to be reconstructed in 1932, will use their 
profits for writing off bad debts, and will be unable to 
resume the payment of dividend. The Reichs-Kredit- 
Gesellschaft and the Berliner Handels-Gesellschaft were 
able to write off considerable amounts of bad debts, in 
spite of the payment of dividend. Their favourable 
situation is partly due to the fact that they do not possess 
any branches. The _ Reichs-Kredit-Gesellschaft was 
established after the inflation, and its industrial commit- 
ments were therefore moderate. The Berliner Handels- 
Gesellschaft was noted for its reserved attitude during 
the years that preceded the crisis. 

The decline in the amount of outside resources was due 
in the case of the Berliner Handels-Gesellschaft to the 
reduction of foreign deposits, both through repayments 
and through the depreciation of the foreign currencies. Its 
home deposits showed a slight increase. In the case of 
the Reichs-Kredit-Gesellschaft, inland deposits also 
declined, by about 17 million reichsmarks. This, however, 
was due entirely to the reduction of balances held by 
public institutions; private deposits underwent a further 
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Berliner Handels. Reichs-Kredit. 


1932. —-1933- _ 1932. 1933. 
Millions of Reichsmarks. 





Earnings from :— 


Interest 5°8 5:0 6°7 6°5 
Commissions bes son 2°8 3°2 4:0 5:1 
Securities and _participa- 
tions io asin I-O I-0 _- — 
Expenses 6°4 6°5 8-4 9°4 
Writing down I°5 I-o a — 
Net profit I°7 1°8 2°3 2°3 
Dividend ses I*4 I*4 2:0 2:0 
Capital a se a. 28 40 40 
Creditors one ren a. 204 513 438 
Balance-sheet total ... ow Se 277 591 514 


increase, and the number of its customers rose steadily. 
The fact that its share capital is held by the Reich 
resulted in a considerable expansion of its activities. 

Among the assets, there was a marked decline of 
acceptance credits, and a less pronounced increase of 
current account debtors. Both institutions remained 
very liquid. For the Reichs-Kredit-Gesellschaft, the 
ratio of liquidity is 68} per cent., which is higher than that 
of any other German bank. Its holding of bills issued 
in connection with unemployment relief schemes is 
probably not larger than that of the other leading 
banks, for these bills are taken over on the basis of a fixed 
participation in a syndicate. Asa result of the apprecia- 
tion of the security holdings of both banks, their hidden 
reserves have increased. The report of the Berliner 
Handels-Gesellschaft stated that the year 1933 marked a 
progress towards normal conditions. The decline of the 
volume of inland credit has come to a standstill. It is 
true that the demand for credit is not very strong, in spite 
of the increase in production, as the industrial firms are 
using their funds which became liquid during the depres- 
sion. On the other hand, the turnover in securities has 
increased considerably. 

The favourable development of the German savings 
banks, which we reported last month, influenced the 
results of the Deutsche Girozentrale, the central organisa- 
tion of savings banks and municipal banks. During 
1933 its outside resources increased by over RM. 400 
millions, and in January by a further RM. 245 millions, 
so that within 13 months the rise was about RM. 650 
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millions. This increase enabled the savings banks to 
liquidate their liabilities to the Akzeptbank which 
assisted them during the crisis by taking over bills from 
them. These bills amounted at one time to RM. 1,100 
millions, and at the end of 1932 were still at goo millions. 
Of this amount, the savings banks paid off 423 millions 
in 1933, and the Girozentrale bought 380 millions. The 
latter transaction means that the weaker savings banks 
are now supported largely by the stronger savings 
banks. The favourable development of savings banks 
has not so far produced its full beneficial effect, because 
they are prevented from investing their funds in long-term 
bonds on a large scale. The savings banks suggest that 
their statutes should be altered so as to enable them to 
buy every kind of bonds, as the Reichsbank is now 
entitled to include loans on securities into its note cover, 
and savings banks are therefore in a position to raise 
cash on such holdings. 

The improvement of trade is beginning to affect 
the Reichsbank to a somewhat greater extent than 
hitherto. The rediscounting of employment scheme bills 
by the banks has increased during the last few weeks. 
This explains why the position of the Reichsbank was 
only slightly relieved after the middle of the month. 
The increase in the rediscounting of employment scheme 
bills is due to a revival of demand for credit from the 
banks on the part of their regular customers. The Berlin 
money market shows an increased turnover, as a result 
of the increase of the savings banks deposits which 
are largely invested in Treasury bills and Treasury notes. 
The latter are issued in series of 50 to 60 million reichs- 
marks, and their maturity has now been increased to 
fifteen months, while their discount rate remained at 4% per 
cent. This rate indicates that in Germany money rates 
are still much higher than abroad. 

The Reichsbank continued to buy bonds in the open 
market, but in spite of the recent weakness of the bond 
market its purchases did not increase. On February 7 
its total holding was 312-2 million reichsmarks, as 
against 275-7 millions on January 15. The slackness of 
the bond market is due to the anticipation of a voluntary 
conversion scheme, details of which are not yet available. 
Meanwhile, the market is being tested. Holders of the 
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RM. 120 million 6 per cent. Prussian Treasury bonds, 
falling due on March 1, are offered 44 per cent. bonds at 
974, repayable at par on February 1, 1937. The yield is 
slightly over 54 per cent. It was originally anticipated 
that long-term bonds might be converted on a 44 per cent. 
basis. 

While on the occasion of the banking inquiry— 
whose work has not yet been completed—the Reichsbank 
confined itself to collecting the expert opinion of others 
without expressing any opinion of its own, Dr. Schacht 
has now defined the attitude of the Reichsbank itself. 
‘‘When we speak of a National Socialist banking system, 
we must bear in mind that National Socialism is not a 
material system but a state of mind. It is immaterial 
whether we have a nationalised banking system or a 
privately-owned banking system. What matters is that 
we should have a National Socialistic banking system.” 
This indicates that the proposed banking reform will not 
aim so much at a change in the existing organisation— 
Dr. Schacht is opposed to the much-advocated regional 
banking system—as at regulations which the banks will 
have to follow in future. There will be regulations con- 
cerning the separation of long-term and short-term 
resources. Dr. Schacht is particularly opposed to the 
attacks against capital and interest. On the other hand, 
the banks should not aim at the control of production. 
During the last few years the banks abused their position 
as the source of credit for influencing production. 
Dr. Schacht’s pronouncement was not unanimously 
approved by the German Press, but it is not expected 
that there will be much opposition to his proposals. 
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Latin America 
By a Correspondent 


HILST there are not lacking certain indications 
WV of a slightly more favourable tendency in 

Latin American economic affairs, banking con- 
ditions during the past three months have remained 
difficult owing to the continuation of commercial in- 
activity, the adverse effect upon foreign trade of 
restrictions and uncertainty in the foreign exchange 
markets, as well as the increasing problems presented 
by legislative decrees, particularly those aimed at 
relieving the lot of the debtor classes. 

An examination of the latest official returns of the 
foreign trade of the leading South American Republics 
shows that a definite expansion has occurred in the 
total values of imports—doubtless owing to the unduly 
low levels to which stocks of foreign manufactured 
goods had previously been reduced by reason of enforced 
economies—whilst in the case, notably, of Argentina 
and Brazil this movement was accompanied by a fall 
in the value of exports, the surplus of exports being 
thus subject to limitation from two directions. Conse- 
quently, there has latterly been a tendency to adopt 
measures to control and restrict imports so as to prevent 
further shrinkage in the already attenuated exchange 
resources. 

In these circumstances, it is clear that the key to 
the immediate outlook is the exchange situation. Im- 
portant changes have occurred in Argentina, where, 
since 2gth November last, the foreign exchange markets 
have been largely reorganised. The new machinery pro- 
vides for two recognised markets. In the first place, 
the official market continues to exist, subject to the 
control of the Exchange Commission, to whom all bills 
representing major exports of Argentine produce must 
be sold through the banks or other authorised dealers, 
but the amount of foreign currency so accumulated 
each day is, on the succeeding day—after provision 
has been made for Government requirements—tendered 
for through the same intermediaries by applicants 
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holding the necessary permit from the Exchange Control. 
Secondly, the “ free’’ exchange market has received 
official cognizance, although the supply of exchange 
thereto is restricted to bills arising from sources other 
than the major exports of Argentine products; dealings 
may, however, take place freely without the intervention 
of the Exchange Control Commission, and “ private ”’ 
remittances—on which the tax has been abolished 
—must be effected through the “ free ’’ market. Further- 
more, from 11th December last, the method of quoting 
foreign exchange in both markets has been altered to 
paper pesos per unit or quantum of foreign currency. 

The Argentine peso has been once again linked to 
sterling—an anticipated step dictated probably by the 
uncertainty of the future of gold currencies and the pre- 
dominance of the sterling bill in the Argentine market. 
Under the tender system introduced into the official 
Argentine exchange market as above described, the rate at 
which the Exchange Control Commission purchased export 
bills through the banks was fixed on 29th November 
last at 12:38 French francs per gold peso, rates for 
other currencies being calculated on that basis, but, 
since Igth January, 1934, the basic purchasing rate 
for export bills is fixed at I5 paper pesos per {1 sterling, 
with rates for other currencies based thereupon. The 
former official buying rate for export bills of 12-38 francs 
per gold peso gave the latter an equivalent value of 
approximately 373d. on 18th January, whereas the 
sterling “‘ pegged’”’ rate established on the following 
day gave to the gold peso an equivalent value of 363d. 
—a reduction in the “controlled ’’ exchange value of 
the gold peso of about 2} per cent., which will be of 
obvious assistance to grain exporters during the shipping 
season now commencing. Welcome elasticity has been 
restored to certain bank accounts, inasmuch as the 
tree movement within the Argentine of hitherto 
“blocked ” funds is now permitted, whilst such funds 
may also be remitted abroad through the “ free”’ 
market without permit from the Exchange Control 
Commission, although permits are still required for 
remittance through the official market. 

Latest official Argentine foreign trade statistics have 
been published in paper pesos, which is generally inter- 
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preted as foreshadowing the complete abandonment of 
the dual currency of both gold and paper—a reform 
long overdue which would be much welcomed in banking 
circles. The returns give the total value of imports 
during 1933 at 897,102,000 paper pesos, as compared 
with 836,265,000 pesos in 1932, representing an increase 
of about 7 per cent., whilst exports aggregated 
I,120,446,000 paper pesos, against 1,287,782,000 pesos, 
a decrease of 13 per cent., the surplus of exports being 
thus reduced to 223,344,000 paper pesos, against 
451,517,000 pesos. Exports for the month of December 
last were valued at 117,820,000 paper pesos, which 
compares with 70,742,000 pesos in the preceding month, 
and 78,009,000 pesos in December, 1932, but this 
apparent betterment has to be considered in conjunction 
with the lower controlled value of the peso established 
since end-November last. Nevertheless, the actual 
volume of exports in December was _ considerably 
higher than during any of the preceding three months, 
at 1,197,000 tons, which compares with 834,000 tons 
in November, 1933, and 910,000 tons in December, 1932. 

It is clear that the decline in the “ favourable”’ 
balance of trade has been a matter of deep concern to 
the Argentine authorities for some months past, and, 
under date roth November last, a Government Decree 
was issued providing for the granting of priority exchange 
permits to importers prior to their placing orders for 
goods, importers in possession of such authorisation to 
be given preferential access to available exchange cover 
over importers bringing in goods without authorisation. 
At the time of the issuance of the Decree, importers 
were called upon to disclose the volume and nature of 
importations received during 1933, and to provide 
estimates of those anticipated for the first six months 
of 1934. There is believed to be no intention to apply 
these regulations in such a manner as to cause undue 
discrimination between different classes of imports, and 
more especially Argentina is known to be anxious to 
respect fully both the letter and the spirit of the Roca 
Agreement. Moreover, the requirements in regard to 
prior exchange permits must undoubtedly safeguard 
the foreign exporter, but equally must have the 
effect of limiting purchases from abroad to the quantity 
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of exchange available from export drafts from time to 
time. The institution of the prior permit system is 
operating very favourably for British exporters, who 
at present hold a virtual monopoly in the Argentine 
market owing to the inability of their competitors to 
obtain exchange. This advantage arises from the Anglo- 
Argentine Convention signed last year, under which 
Great Britain is granted exchange in proportion to her 
purchases from Argentina, and will persist so long as 
any system of exchange control continues in Argentina. 
Prior permits for exchange—which, to all intents and 
purposes, amount to import licences—are being granted 
freely for imports of British goods and, were this 
advantage removed, foreign competition—especially from 
Japan and Italy—-would undoubtedly become very 
serious. As things are, however, Great Britain should 
continue to be the chief supplier to the Argentine for 
some time to come. 

The monetary situation in Argentina is still charac- 
terised by a plethora of funds, arising largely from 
the Federal Government loan conversion operations 
carried out in the latter part of last year, whilst these 
operations have naturally found reflection in the official 
published returns of the balances of the Buenos Aires 
banks. The figures relating to 30th November last 
show a further fall during that month in the aggregate 
of Deposits of some 23,000,000 paper pesos, a rise in 
Discounts and Advances of some 28,000,000 pesos, while 
the total of Cash in Hand shows a small decline of some 
4,000,000 pesos. Deposits of the Banco de la Nacién 
show a considerable decline, attributable to the Govern- 
ment’s financial operations, including the first of two 
shipments of {1,000,000 each in gold to London, both of 
which are being made in connection with the external 
debt services. The figures do not yet reflect the 
changed situation in the grain markets resulting from 
the establishment of the Grain Regulating Board on 
29th November, nor the effect of the commencement 
of the grain moving season towards the close of the year. 
The Regulating Board was given power to purchase 
wheat, maize, and linseed at certain basic prices for 
re-sale to importers at prices conforming to the inter- 
national market quotations. To cover any loss, the 
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Board will draw on a special fund to be accumulated 
from margins between the rates at which Exchange Control 
purchases exports bills and sells them by tender to 
importers. In practice, farmers have so far had only 
limited recourse to the Grain Board, prices of wheat, 
maize, and linseed having improved to a level above 
the fixed purchasing prices of the Board. 

Fresh relief has been afforded to the agricultural 
debtor classes, a Government Decree issued in December 
last providing that debtors of the Banco Hipotecario 
Nacional shall receive full benefit from the advantages 
derived from the recent conversion of the old 6 per cent. 
Cedulas to a 5 per cent. basis. Under the terms of 
the Decree, mortgage loans are extended for the duration 
of the new Cedulas, so that debtors will be able to spread 
payments of the principal still owing over a period of 
approximately 36 years. At the same time, the interest 
rate will be reduced from 6 per cent. to 5 percent., whilst 
the benefits granted under Law No. 11,720—which 
waived the payment of the commission of I per cent. 
for three years and postponed the annual amortisation 
of 1 per cent. for a like number of years—will remain 
in force during the same period. The Decree establishes 
that the basic dates for the extended loans shall be the 
first days of the month of December, 1933, to May, 
1934, inclusive, according to the due dates of the present 
debts. 

It was only natural that during the closing month 
of 1933 all Argentine markets were restricted and 
confused pending adjustment to the many new Decrees, 
but a great revival of activity should be observable 
during January—March, which is the normal grain 
export period. The quality of harvested wheat is 
uniformly excellent, and that of linseed normal; growing 
maize—which comes forward two or three months 
later—has suffered through drought, but an average crop 
is expected. The outlook in the important Patagonian 
sheep-farming districts is decidedly brighter, the wool 
clip having been disposed of readily at substantially 
higher prices. Therefore, should grain be sold at normal 
levels, the whole Argentine position should be materially 
better at the end of the Spring, with exchange resources 
replenished and greater ease in the import market. 
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Notwithstanding the efforts to discourage imports 
into Brazil, these increased by nearly £7,000,000 (gold) 
in value during January—November, 1933, to £25,934,000, 
against slightly reduced exports of £33,150,000, so that 
the export surplus was practically halved, to £7,216,000, 
for the eleven months. With the consequent reduction 
in exchange resources, the Exchange Control issued 
instructions that, until further notice, cover could be 
provided only for the purchase abroad of raw materials, 
articles of prime necessity and goods for which there is 
no substitute of national production or manufacture, 
whilst, at the same time, the dollar exchange quota 
allotted to the banks other than the Banco do Brasil 
was reduced by 30 per cent. These measures were 
apparently considered necessary in order to permit 
the liquidation of import bills for raw materials in arrears, 
and other bills are very delayed in collection. The 
Brazilian exchange position has been acutely affected 
by the depreciation in the United States dollar during 
the past few months. It is estimated that only one- 
third of the value of exports from Brazil to the United 
States is required in cover of imports from that country, 
the remaining two-thirds being converted into sterling 
and other currencies, so that the depreciation of the 
United States dollar is a more serious matter than may 
be generally realised. The suspension of coffee ship- 
ments to France, due to the tariff dispute, has prevented 
Brazil from selling to the one country which has continued 
to pay in gold, and has cut off Brazil from a market 
which might, to some extent, have provided the exchange 
necessary to offset the loss in the gold value of exports 
paid for in dollars. 

Since the turn of the year, however, the Brazilian 
situation has become decidedly brighter by reason of 
the up-turn in coffee prices coupled with decidedly 
larger shipments and the betterment in the whole 
statistical position. Total coffee exports for the first 
seven months of the coffee season, which commenced 
last July, are given at 10} million bags, which compares 
with only 63 millions during the corresponding period 
of the 1932-33 season, whilst shipments during January, 
1934, alone amounted to 1,878,000 bags, against 1,328,000 
bags in January, 1933. The amount of coffee destroyed up 
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to December, 1933, was 26 million bags, of which 14 
millions were destroyed during the year 1933, against 
total shipments of 154 millions, the latter figure being 
the highest yearly total of shipments for some years. 
Assisted by a coming small crop, there is expectation 
of attaining equilibrium between supply and sales by 
mid-1935, whereby the market might be relieved of 
artificial assistance, and this view is borne out by the 
fact that during the first fortnight of January, 1934, 
only 111,000 bags had to be destroyed, against 769,000 
bags in the whole of the previous month. Presumably, 
this revival helped to decide the Brazilian Government 
to present its scheme in early-February for dealing with 
Federal, State, and Municipal Government debts over 
four years commencing April next. The scheme is 
regarded as an earnest attempt to deal with foreign 
creditors’ claims notwithstanding current difficulties; it 
will call for the remittance of £8,000,000 annually, 
and, should the coffee improvement continue, this should 
still leave sufficient exchange to provide for some 
alleviation in the commercial exchange markets. 

A further important development in the situation 
particularly affecting the coffee industry has been the 
promulgation under date 3rd December last of a Decree 
establishing the substitution of 50 per cent. of all banking 
debts of cultivators or farmers—contracted before 30th 
June, 1933—by new 6 per cent. Federal Government 
Bonds to be allocated to creditors at par value, for which 
purpose the Treasury is authorised to issue bonds up 
to a limit of 500,000 contos. 

The outstanding event in Chile has been the promul- 
gation early in January last of the Law for the 
reorganisation of the nitrate of soda industry. At 
the same time, the movement in the export trade of 
the Republic shows improvement; shipments of both 
nitrate and copper have recently increased, whilst efforts 
have also been made to foster exports of additional 
products. The total value of exports for the first ten 
months of 1933 is provisionally returned at 311 million 
gold pesos of 6d., as compared with 259,800,000 pesos 
in the corresponding period of 1932, and imports at 
149,500,000 gold pesos, against 181,300,000 pesos, thus 
disclosing an increase in the visible trade balance to 
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161,500,000 gold pesos, against 78,500,000 pesos. Im- 
portation continues to be arranged chiefly through the 
barter exchange market, in which the rate for sterling 
export drafts has declined to around 125 pesos per {f, 
with very few buyers. Conversations are taking place 
in Chile in connection with the projected Commercial 
Treaty with the United Kingdom for the release of 
“frozen ’’ peso balances in the Republic due to British 
interests by way of trade debts, debenture interest, 
and dividends. It is assumed that proposals are being 
entertained for the remittance of those blocked funds 
through some arrangement such as that provided for 
in the numerous “‘ Compensation’’ Agreements already 
concluded between Chile and various European countries. 
These Agreements are undoubtedly leading to a resuscita- 
tion of Chile’s export trade—particularly in nitrate 
but the internal expansion in trade appears to have 
received a temporary check. Wholesale prices have 
fallen, and the steady advance in the cost of living 
has given way to a slight downward tendency. The 
note circulation of the Banco Central de Chile, however, 
showed a small increase over the last three months 
of 1933, to a total of 499,054,000 pesos on 15th December, 
against 493,222,000 pesos on 8th September. The 
corresponding gold holding rose to 162,148,000 pesos, 
against 159,854,000 pesos, and the ratio of gold to 
notes and deposits combined rose to 38-4 per cent., 
against 38-3 per cent. 

A prominent feature in recent months has been 
the steady growth of the foreign trade of Peru—mainly 
due to the recovery in prices of cotton and sugar— 
which enables that country to avoid exchange control 
restrictions. In Mexico, the recovery in the silver- 
mining industry is offset by indications of further 
“advanced ’”’ social and nationalistic legislation with 
attendant difficulties for foreign capital interests. 

Ecuador has swelled the welcome number of States 
which have relaxed exchange control, “free’’ sales 
of 75 per cent. of export drafts having been decreed, 
and the year opened with a revival of optimism due 
to better cocoa and coffee prospects. Since the establish- 
ment of the free exchange market in Colombia, in which 
85 per cent. of available export drafts may be negotiated, 
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the rates for Colombian currency have fluctuated some- 
what widely. The quotation rose at one time to over 
160 pesos per United States $100, but has since recovered 
to the neighbourhood of 140 pesos, although coffee 
exporters naturally advocate a high rate. A matter 
of general interest is dealt with in the Report of the 
Banco de la Republica in Colombia, which contains a 
welcome reference to the desirability of excluding 
political influence in any Central Bank of Issue, and 
international authorities are quoted in favour of autono- 
mous central banking systems such as that existing 
in England. Regarding Colombian affairs, the Central 
Bank lays emphasis on the essential need for a common 
effort to revive confidence, and, in view thereof, it is 
the more regrettable that the Colombian Congress has 
considered it expedient within the last few months to 
give legislative effect to fresh measures which provide 
relief to debtors in such a form that the relief may be 
taken advantage of whether or not vitally necessary 
to the debtor concerned, and which, with their effect 
upon contractual obligations, contribute to the timidity 
of capital and the contraction of credit. 

Finally, there are at last definite indications of the 
beginning of emergence from the lowest depths of the 
crisis in South America, mainly owing to increased ship- 
ments and values of certain leading commodities, such as 
wool in Argentina and coffee in Brazil and Central 
America, coupled with good crops. Already this has 
led to some alleviation of exchange restrictions, and 
it may well be that, just as economic strain has caused 
the emergence of restrictive legislation, the removal of 
the strain might mean that many of the more debatable 
laws would be revoked or at least become dead letters. 
Much depends upon the outcome of the North American 
experiment, especially in regard to future commodity 
and exchange levels, whilst eager note has been taken 
of the guarded references by President Roosevelt to 
the future tariff and foreign debt policy of the United 
States. 








International Banking Keview 


ITALY 


N February 3, the Italian Government announced 
() its decision to issue a 3} per cent. loan for the 

conversion of the 5 per cent. Consolidated Loan, 
amounting to over 61 milliard lire. Those desirous of 
obtaining repayment in cash were to deposit their bonds 
by February 10, and will be repaid on January I, 1937. 
Those accepting the scheme will receive a bonus of 
4} per cent., and prizes amounting to I per cent. will be 
drawn. At the same time, the loan is changed from 
irredeemable to redeemable type, repayable in forty-two 
years. 
’ Ever since the British and French conversions schemes 
were carried out in 1932, it has been expected that 
Italy would follow their example. The delay was due to 
the unfavourable market price of the Consolidation 
Loan, owing to the relatively high interest rates pre- 
vailing in Italy. Thanks to the repeated reduction of 
the Italian Bank rate, and to the success of various 
Government issues and Government-guaranteed issues in 
1933, the price of the bonds practically touched par at 
the end of 1933. The success of the 4, per cent. Nine 
Year Treasury Bonds was particularly encouraging. A 
total of 9,285,193,000 lire was subscribed, of which 
2,388,133,000 was for the conversion of the existing 
bonds, and the rest were cash subscriptions. The 
Treasury allotted only 4 milliard lire for cash subscrip- 
tions, those applying for amounts over one million lire 
receiving II per cent. only. 

The success of the present operation exceeded all 
anticipations. The proportion of bonds presented for 
repayment was less than } per cent. of the total. It is 
believed that the success will pave the way for further 
reductions of interest rates. 


SWEDEN 


The Swedish Government is introducing a bill pro- 
viding for the establishment of exchange clearing. It will 
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empower the Government to create a clearing institute, 
and to introduce compulsory clearing against any 
country. It is claimed that the measure will not be 
directed against any particular country to begin with, 
but will enable the Government to use its powers as a 
negotiating counter against countries where Swedish 
interests are disregarded. It is safe to assume that the 
Government had in its mind to make use of the powers 
against Germany in connection with the grievances of 
Swedish creditors. On January 10 the Swedish Minister 
in Berlin, following the example of the British and 
American Ambassadors, protested against the transfer 
moratorium on foreign debt. It is believed that, although 
in the meantime the German authorities have come to 
a satisfactory settlement with the foreign creditors, the 
legislation will be proceeded with, so as to have it in 
readiness should it be required in future. 

Negotiations are in progress between the Skandi- 
naviska Kreditaktiebolaget and the German Government 
concerning the repurchase of German bonds of 
RM. 79 millions, issued in connection with Kreuger & 
Toll’s loan on the German match monopoly. It is hoped 
that an agreement may be arrived at for the repurchase 
of the bonds under par. 


CZECHOSLOVAKIA 


On February 11, the Prime Minister announced in a 
broadcast address that the Government had decided to 
devalue the crown. Legislative measures have been 
introduced for its devaluation to the extent of 16-6 per 
cent. The gold contents of the crown will be reduced 
from 44°58 to 37°15 milli: rammes. Several members of 
the Cabinet were opposed to the bill and resigned. 
Dr. Pospisil, the Governor of the Czechoslovak National 
Bank, was also against the reform, and together with 
two senior members of the executive, resigned his post. 


ARGENTINE 


The Argentine Government have decided to join the 
sterling block by pegging the peso to sterling, at the rate 
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of 15 paper pesos to the pound. The decree provides for 
the pound-peso rate to be altered from time to time as 
circumstances dictate. In its explanatory message, the 
Government points out that the peso was stabilised 
in relation to the country which receives the major 
part of Argentine exports. The change is made 
desirable both by convenience and loyalty. ‘‘ Argentina 
had not only to obey the letter but the magnificent 
spirit of the Rocca agreement which links both coun- 
tries,” the message states. ‘‘ There are reasons for 
believing that when the time comes for the renewal of 
the treaty, England will again be disposed to accord 
friendly treatment to those who have shown themselves 
to be friends.”’ 


Banking Keviews 


English Reviews. 


HE February Reviews of BARcCLAys BANK and the 
MIDLAND BANK contain the reports of the speeches 
of their respective chairmen, reference to which is 

made elsewhere in this issue. 

The WESTMINSTER BANK review for January gives an 
excellent résumé of trade during the past year in an article 
entitled ‘‘ 1933—-A Year of Progress,’’ which includes a 
graphical comparison for the past three years of: 
Imports, Exports, Industrial Production, Electricity 
generated, Unemployment, Bank Clearings, Railways— 
Freight Traffic, Shipping, Wholesale Prices and Cost of 
Living. While appreciating the improvement of trade and 
industry which has taken place in this country, the writer 
points out that “ tariffs, quota schemes, import licences 
and severe foreign exchange restrictions still lumber the 
path of international trade’’ and that our country 
depends so much for its welfare upon its exports, that 
progress can hardly be accelerated until greater inter- 
national harmony has been achieved. 
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A further article in the same journal deals with 
‘“ Bondholders in Depression,’’ and suggests that the 
extent to which bondholders have been victimised during 
the past few years of economic depression is often 
exaggerated. It points out that where interest payments 
have been maintained—in whole or in part—the general 
fall in prices has made those payments more valuable in 
terms of commodities. The article includes a valuable 
list of those nations and states which are wholly or 
partially in default regarding Sinking Fund and Interest 
payments, but our readers should note that the particulars 
given regarding Brazilian issues are invalidated by the 
new decree, concerning the State and Municipal loans of 
that country, which has recently been issued. 

An article in the February issue of LLoyps BANK 
review, entitled ‘‘ The Trade Revival” echoes the 
optimistic tone of the article on the same subject in the 
WESTMINSTER. In examining the outlook for our overseas 
trade the writer asks “‘ What proportion of our overseas 
markets are we likely to recover, and what proportion has 
permanently disappeared ?’’ He says that, if we consider 
that we have permanently lost a large proportion, we must 
face the need for a reorientation of our productive system: 
we must manufacture more for the home market and less 
for the foreign; and the process of changing will not 
be easy. 

Professor J. H. Jones has written a most stimulating 
article in the same journal on “ A Policy for Sterling.’ He 
commences with an excellent analysis of the factors 
adversely affecting British trade in the post-war era. He 
attributes the growth of economic nationalism not only 
to the uncertainties bequeathed by the war, but also to 
the fact that oil and electricity as sources of power have 
largely displaced coal and have favoured a wider distri- 
bution of industry, in place of the geographic concentra- 
tion of production which coal favoured in the pre-war era. 
Turning to our future currency policy he considers that 
we must keep three aims in view :— 

(1) To recover from the present depression ; 

(2) To promote a rise in prices to the 1929 level; 

(3) To establish a monetary system which will pre- 
vent a recurrence of the depression. 
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In the space at our disposal we can mention only the 
most important of his suggestions. He is strongly against 
currency inflation because “‘a rise in prices follows an 
improvement in trade as an effect of the latter : we cannot 
reverse Cause and effect.’’ He advocates the maintenance 
of low rates of interest and a revision of the 1928 currency 
Act to allow of an expansion of the fiduciary issue to meet 
the requirements of a growth of trade. Lastly, he strongly 
recommends that, for the present, we should maintain 
an entirely free sterling policy and not link the pound with 
the dollar or the franc; but, in the future he considers 
that the World must return to gold or some other inter- 
national standard (if it can be discovered), for no im- 
portant country can afford to isolate itself financially 
from the rest of the world by adopting an independent 
national currency so controlled as to maintain internal 
price stability. When, however, the gold standard is 
restored, it must be restored simultaneously by all the 
important trading countries. 


Foreign Reviews. 


In an article entitled ‘““ Managed Currency,’ which 
appears in the January Quarterly Report of the SKAN- 
DINAVISKA KREDITAKTIEBOLAGET, Professor Gustav Cassel 
seeks to prove that the currency of a country on the gold 
standard is really only a “‘ managed ”’ currency—in other 
words, that the gold standard does not work auto- 
matically. We shall, of course, all agree that any 
conceivable form of the gold standard which would work 
satisfactorily now, or in the future, must be far less 
“automatic ’’ than the system which prevailed before 
the War. Yet we can hardly agree with Professor Cassel 
when he questions the fact that “ the gold standard has 
the merit of providing a simple rule of thumb for the 
lines on which the central bank should conduct its credit 
policy: the bank must simply maintain the gold parity 
of the currency.”’ This statement, he says, loses most of 
its force in times when it has become the rule for a 
country to abandon the gold standard as soon as it 
proves, in one way or another, to be inconvenient. It 
does not seem to us, however, that nations do thus lightly 
abandon the gold standard, and should Great Britain 
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return once again to gold it would take more than 
“inconvenience ’”’ to make her abandon it. 

Professor Cassel considers that the most satisfactory 
solution of the present currency difficulties would be a 
stabilisation of the rate of exchange between Britain and 
America. Failing such co-operation he believes that a 
further extension of the sterling block would be beneficial, 
provided that there is a firm management of the currency. 
He is, however, not too optimistic concerning the prospects 
of this, for he does not think that the Bank of England is 
really supporting the programme for the management of 
sterling which was submitted at the London conference by 
the British delegation and confirmed by the E mpire 
Declaration. This programme was to the effect that “ the 
internal purchasing power of the pound in terms of goods 
was to be stabilised after it had been lowered, by the 
requisite rise in the general level of prices, to a levelwhich 
could form a basis for a stable equilibrium in the national 
economy.” 

The effect of the depression in the United States and 
the future monetary policy of that country is discussed 
in an article entitled “‘ Life Insurance,” published in the 
January issue of the Index by the NEw York TRust Co. 
It is estimated that in 1930 life insurance in force in the 
United States amounted to 69-6 per cent. of the world 
total. The United Kingdom ranking second accounts 
for only 8-1 pe r cent. of the world total. During the years 
1930 to 1933 the life insurance companies paid out 
something approaching £2,500,000,000 to policy holders, 
and it is interesting to note that in the main this does not 
represent death claims but payments of cash surrender 
values and payments on policy loans. This gives some 
indication of the enormous strength and soundness of 
the life insurance companies in the United States. It is 
pointed out, however, that adjustments in the monetary 
system affect the investments of the companies on which 
the security of the policies depend. The article is well 
worth reading as it gives English readers a very good idea 
of the enormous size of life insurance business in the 
United States. 

Considerable space is devoted to ‘‘ The Capital Goods 
Industries ’’ in the January review of the NATIONAL 
City BANK OF NEW York. It is rightly stated that 
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unless the activity in the manufacture of capital goods 
can be increased there can be little hope for the con- 
tinuation of the demand for consumers’ goods. When 
the heavy industries are not giving full employment the 
loss of purchasing power is felt by all other industries 
and also agriculture. The writer shows in the course of 
his article that there should be a demand for capital 
goods because machinery and plant of all descriptions 
have been neglected during the last three years, and even 
before that it was estimated “that half the machines 
then installed were more than ten years old, and hence 
presumably obsolete, and of course the situation is far 
worse to-day.” Large replacements for railways are 
overdue and Dr. Sprague has stated that improved 
housing for the mass of the people could stimulate 
production and activity to an enormous degree. But 
the crux of the situation may be summed up by stating 
that there is lack of confidence to embark on any scheme. 
While the writer acknowledges that the Government 
policy will assist the capital industries by providing 
work for them, such assistance is only of a temporary 
nature. He concludes by stating that the problem is to 
revive self-supporting industry. 

The GUARANTY SURVEY devotes considerable space 
to considering the effect of the heavy cost of the recovery 
programme, for, as the writer correctly points out, the 
indebtedness must eventually be paid off by taxes which 
come directly or indirectly from the profits of business 
enterprise. The recovery programme is based on the 
supposition that in prosperous times the incomes of 
corporations and investors increase far more rapidly 
than the incomes of wage-earners. These latter who form 
the majority of the consumers are not able to take 
advantage of the large supply of goods on the market. 
The Administration has, therefore, ordered that increased 
wages be paid to the industrial workers; similarly, 
it has attempted to increase the purchasing power of 
the farmers. ‘‘ Higher wages, however, mean higher 
costs; and higher costs mean either higher selling 
prices or reduced profit margins.”” The Administration 
is endeavouring to help the consumer, the worker, 
the farmer and the business man. But help to one 
group inevitably increases the burden on the others. 
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“The only way in which all groups can advance together 
is through an increase in the total national income.” We 
recommend all our readers to study this number of the 
GUARANTY SURVEY as it summarises admirably the 
present position in the United States. We are inclined 
to believe that the writer views the future with some 
misgivings. 


Books 


THE ECONOMICS OF THE RECOVERY PROGRAMME. By 
SEVEN HARVARD Economists. New York, 1934. 
(London: McGraw Hill Publishing Co., Ltd. 


Price 6s. net.) 


THE Seven Wise Men of Harvard—Professors Schum- 
peter, Chamberlin, Mason, Brown, Harris, Leontieff and 
Taylor—seem to have forgotten nothing and _ learnt 
nothing from the recent crisis. They still seem to work 
under the impression that the way out is to do nothing 
and keep money sound. Prof. Schumpeter triumphantly 
reminds us that, although in 1924 the masses did not 
suffer in silence, in spite of their riots there was no 
public action to relieve the crisis, and things were allowed 
to take their course. Prof. Chamberlin disposes of the 
demand for increased purchasing power as the result of 
selfish greed on the part of the various groups concerned. 
Mr. Mason’s contribution is an apologia for cut-throat 
competition. Such lack of understanding for the spirit 
of our times characterises more or less all the contributors 
to the volume. Their criticism contains very little that 
is constructive. 


THE DEVALUATION OF THE PouND. By J. L. K. 
GIFFORD. (London, 1934: P.S. King & Son, Ltd. 
Price 5s. net.) 


Mr. GIFFORD, together with so many others, failed to 
understand that the suspension of the gold standard by 
Great Britain was not solely due to a flight of foreign 
capital from London. Even if, as he suggests, sterling 
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had been bolstered up by foreign loans of £500 millions, 
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the over-valuation of the pound and unsound Socialist 
finance would in the long run have driven us off the gold 
standard. His premises being at fault, his conclusion is 


equally deficient. 


He advocates a speedy return to gold 


at the present exchange value of the pound, without 
giving adequate thought to the other side of the picture. 
Even those who disagree with the principles of his book, 
however, will find many of its details interesting and 


instructive. 


3s. 6d. net.) 





PROMISE TO Pay. By R. McNAIR WILSON. 


1934: George Routledge & Sons, Ltd. 






(London, 
Price 


Mr. WILSON is one of those authors—their number is 


legion — who divide 


PITMAN’S BOOKS 
for Bankers 
PRINCIPLES OF BANK BOOK- 
KEEPING By Herbert G. Hodder 


Cert.A.1.B., F.R.Econ.S. 
This valuable book describes the principles of bank 
book-keeping, how they were evolved and the prac- 
tical methods of their operation. It reviews the 
systems to-day used by the principal banking organi- 
sations in this country and covers every aspect of 
the subject. 168 pages. 5/- net. 


THE BOOK OF THE STOCK 
EXCHANGE By F. E. Armstrong 


of the Stock Exchange, London, Lecturer 
on “Stock Exchange Law and Practice” 
to the City of London College. 
An eagerly awaited book, just published. An 
exhaustive reference work and guide to every 
detail of the business of the Stock Exchange and 
its members. 
“There is little doubt that Mr. Armstrong's book 
will become a standard work on the subject.” 
—Tue Times 414 pages. 10/6 net. 


ORGANISATION & MANAGE- 
MENT OF A BRANCH BANK 


By Francis J. Lewcock, Cert. A.I.B., etc. 
Of the greatest practical interest to every member 
of the staff of a branch bank. A complete survey of 
the organisation and administrative methods, the 
routine and the duties of the various officials. 

144 pages. 5/- net. 

Order from a bookseller or direct from 

PITMAN: Parker Street, Kingsway, London, W.C.2 
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Books for the Banker 


The Banking 
Crisis 

The End of an Epoch 

By JULIUS I. BOGEN and 

MARCUS NADLER 

“The chapters dealing with the actual 

banking crash in America present a vivid 

picture of the happenings at that time 

and also of the manner in which the 


situation was dealt with by President 
Roosevelt.”—Morning Post. 


The Nationalisation 
of Banking 


By AMBER BLANCO 
WHITE Is. 6d. 


The author seeks to show what could 
be achieved by the socialisation of the 
existing banking system. 

“A vigorous statement.”—Manchester 
Guardian. 


7s. 6d. 

















































THE BANKER 
(1) bankers and (2) non-bankers, and who insist that the 
first intends to strangle the second. He develops his 
thesis in imaginary conversations between bankers and 
others. This method is hardly fair, for the author makes 
the bankers say exactly what suits his thesis. 







THE BANKING Crisis. By Marcus NADLER and JULEs I. 
Bocen. (London, 1934: George Allen & Unwin, 
Ltd. Price 6s. net.) 






THIs is easily the best account of the American 
banking crisis, and of the developments which prepared 
the ground for it. Although the authors have a good 
theoretical background they have described the events 
from a practical point of view. Without being over- 
loaded with statistics, it contains many of the data which 
one is supposed to know but which one usually does not 
know. 












ALTERATION OF SHARE CAPITAL. By P. LEA REED and 
C. WricuTt. (London, 1934: Sir Isaac Pitman & 
Sons, Ltd. Price 5s. net.) 







THE authors have produced a useful reference book for 
those concerned with the practical side of the problems 
of altering the capital of companies. 
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Bank Meeting 


LLOYDS BANK LIMITED 


MONETARY CONDITIONS 
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MR. J. 


BEAUMONT PEASE’S ADDRESS 





HE seventy-sixth ordinary general meet- 
ing of the shareholders of Lloyds Bank 
Limited was held on Friday, February 2, 

at Southern House, Cannon Street, London. 

Mr. J. Beaumont Pease (chairman of the bank) 
presided. 

The chairman, in moving the adoption of the 
directors’ report, said:—My Lords, ladies and 
gentlemen,—Our public liabilities due on current, 
deposit, and other accounts show a large reduction 
of £17,000,000. This is in sharp contrast to our 
experience of the previous year when we had an 
increase of £48,000,000, but during 1933 the total 
of all bank deposits showed a downward ten- 
dency, and in view of the difficulty we experienced 
in using money profitably, we did not consider 
it advisable, in order to increase our figures, 
to accept deposits offered to us at rates which 
in our opinion would not have enabled us to 
bring them into profitable employment. (Hear, 
hear.) 

The small amount of notes in circulation in 
the Isle of Man remains at very much the same 
figure as last year. 

Our acceptances are very slightly up, while the 
item under the heading Endorsements, Guaran- 
tees, and Other Obligations shows an increase of 
about {£10,000,000. I think I 


before that this is largely made up of forward 


have explained 


exchange operations on behalf of our customers, 
whose liability to us appears on the contra side 
of the balance-sheet. 

The total of our balance sheet standing at the 
figure of £432,000,000 is, roughly, £7,000,000 
ower than last year. 

On the side of the 
cash is very nearly at the same figure as before, 
fact, 
that our deposits have decreased in 


assets balance-sheet our 


and owing to the which we have just 
noticed, 
amount, our percentage of cash to deposits has 


increased from 10-5 per cent. to 10-8 per cent. 





Our money at call and short notice and our 
balances with banks abroad have both decreased 
slightly, while our bills have decreased by nearly 
These two items, money at call and 


£20,000,000. 


bills, have been most disappointing in their 
earning capacity. The average rate which we 


received last year for our money at call was 
only £1 os. 3d. per cent., whereas the rate in 
1932 was more than double this figure. In the 
case of bills the position was even less remunera- 
tive, the average rate of discount for Treasury 
Bills being only 12s. 6d. per cent. compared with 
f1 13s. 1d. in 1932. In order therefore to in- 
crease our profit-earning powers, we were forced 
in the absence of greater demands for loans, to 
put more of our resources into investments. 


HOLDING IN INVESTMENTS 


This is the next item on the balance-sheet, 
and you will see the amount under this heading 
is very nearly £100,000,000 and represents 27°3 
per cent. of our deposits. I cannot pretend that 
this is a tendency which I welcome. 
which used to be in 


Instead of 
carrying on a_ business 
character three-quarters banking, as exemplified 
in the amount of our commercial bills and loan 
figures, and less than a quarter investment, it 
is now more investment than banking, in spite 
of our efforts and wishes to the contrary, if 
you treat Treasury Bills as a short term invest- 
ment. 

As trade improves and there is a greater de- 
mand for loans this tendency will gradually 
lessen and our investments will decrease and our 


advances will increase. 


PROFIT AND LOSS ACCOUNT 
In discussing our report and balance-sheet the 
item which possibly is of special interest to share- 
holders is the profit and loss account to which 
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I will now refer. Our net profit, “‘ after charging 
rebate and income-tax, provision having been 
made for all bad and doubtful debts and for 
contingencies out of the profits of the year,” is 
£1,438,822 4s. 5d. This is £111,000 less than 
it was last year, and thus on the face of it com- 
pares unfavourably with the majority of our 
competitors. We could, it is obvious, have 
shown an increase in our profits if we had so 
desired. It would have been perfectly legiti- 
mate to have charged some of our bad debts 
to our contingency reserve. If we had done so 
we would have had a larger balance than 
£100,000 to put back to contingency account, but 
we did not see that any good purpose would be 
served by taking sums out of this account merely 
to put them back again, and we preferred there- 
fore to follow our more usual practice of 
debiting all our bad debts of the vear to the 
profit and loss of the year. (Applause.) 

I want to make this point abundantly clear, 
as shareholders who only look at the figure of 
our declared profits may be inclined to think 
our showing is not really as good as it is, and 
I have even heard it suggested that the reason 
why we did not debit our bad debts to con- 
tingency account might have been because it 
was too denuded to bear them. This, of course, 
is a travesty of reasoning. Our internal reserves 
are abundantly strong, but in these abnormal 
times we prefer to keep them so, and even to 
increase them, by following the conservative 
course of debiting everything we properly can 
to profits. 

You will agree with me, I feel sure, that the 
balance-sheet shows that our bank is in a 
thoroughly sound position and continues to 
prosper. (Applause.) 


TRADE PROBLEMS 

I described last year as a year of preparation, 
and we are still in the preparatory stage. The 
problems which confronted us in 1932 are still 
largely unsolved. Our trade and the trade of the 
world is still at a comparatively low ebb, and the 
amount of unemployment is still lamentably 
large. International Conferences, which at this 
time last year we hoped might throw some light 
on the darkness of the world’s confused position, 
and point some way of escape from the tangled 
mass of conflicting opinions and formidable 
obstacles with which we were surrounded, have 
come and gone and left us little the wiser. 

Economic theories are still being bandied from 
one expert to another, while struggling trade is 
still groping to find a practical way past the same 
old obstacles. On one side of the world old 
experiments are being tried out afresh as if they 
were new discoveries, with renewed hopes and 
on a vaster scale than ever before, while other 
Continents look on with sympathy, but unable 
yet to be convinced that the outcome will attain 
the measure of success hoped for, and with some 
bewilderment at the contradictory nature of the 
methods employed and with some anxicty as to 
the possible repercussion of these experiments 
on themselves. 
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I do not suppose you would wish me to try, 
even if I could, to weigh the merits or demerits 
of inflation or other monetary policies; to appor- 
tion the blame between over-production and 
under-consumption ; to judge between the desira- 
bility of letting economic forces have free play, 
or alternatively of determining the exact bounds 
which should be imposed on artificial interfer- 
ence. It is not characteristic of this country to 
theorize over-much, or to be attracted by start- 
ling experiments, and yet we have some facility 
without these things slowly but in a practical 
way to make progress, 


rf STEADY PROGRE 





QUIET BU’ 


We did nothing last year or in the recent years 
of crisis which could be called spectacular, but 
the improvement in our position compares 
favourably with that of any other nation. When 
our party system of government was bringing 
us to a state of insolvency, instead of a revolu- 
tion taking place and a dictator being appointed, 
we constitutionally elected a National Govern- 
ment and balanced our Budget. When we were 
driven off the gold standard, in spite of our 
efforts to maintain it, we did not try to invent 
a new anchor to our currency but we _ took 
measures to prevent as far as possible fluctua- 
tions in the value of the pound sterling. 

Our Free Trade system perforce gave place to 
a measure of Protection, but on the other hand 
we realized the elementary fact that what was 
stopping the mutual flow of goods between 
nations was the growing spirit of nationalism, 
which, by every kind of obstacle of tariffs, ex- 
change restrictions and quotas, was blocking the 
stream, and we endeavoured to clear the channel 
by bilateral agreements with different countries 
and to remove as many of those obstacles as we 
could. 

In social matters, too, by a gradual but vast 
redistribution of wealth by means of heavy 
taxation, and by great sacrifices on all sides, we 
have without the aid of any revolutionary means 
procured a higher standard of comfort, clothing, 
cleanliness, and education than has ever before 
been enjoyed by the general mass of the people, 
while the hardships and terror of unemploy- 
ment, serious though this still is, have been miti- 
gated to an extent unknown in other countries. 

These changes have been brought about 
gradually without any spectacular measures, and 
sometimes almost without recognition, in accord- 
ance with the practical but slow evolution which 
characterizes our people. From our misfortunes 
we have imbibed knowledge; ‘“ when passing 
through the vale of misery we have used it for a 
well.”” (Applause.) 


STATE INTERFERENCE IN INDUSTRY 


But there is one aspect of these changes which 
may concern us very Closely as bankers, both 
directly and indirectly, and appears likely to be 
increasingly evident in industrial affairs, Whether 
we wholly approve of it or not; whether we are 
more aware of its advantages or of its dangers, 
it must attract the attention of all thoughtful 
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men. Evidence of a deliberate planning in in- 
dustrial and financial affairs, and of an arbitrary 
interference in these matters, accompanied by a 
large measure of restriction of individual liberty, 
has been a feature of recent years in many other 
countries beside our own. In the sphere of 
electricity, in traffic and transport matters, in 
broadcasting, in coalmining and agriculture, and 
in forestry operations we have seen the formation 
of statutory boards, and witnessed attempts to 
regulate prices, to eliminate competition and 
redundant services, to control output and create 
monopolies, or compel amalgamations. Some 
steps in these directions were inevitable. 

In our present state of disequilibrium between 
production and consumption, and even more 
perhaps between one productive industry and 
another, it is necessary that some comprehensive 
policy and conscious planning should be 
adopted. Possibly also it is necessary that some 
motive force to start such operations should be 
supplied and directed by the Government in times 
like the present, when so much of our industrial 
machinery is out of gear; but I do not believe that 
any Government or any bureaucracy is capable 
of shouldering the heavy responsibility of saying 
how the industries of a nation should be run, or 
that those industries can be active and prosperous 
when confined in a strait-jacket designed not by 
those who have to wear it, but by theorists who 
think they have a genius for planning other 
people’s clothes. (Laughter.) 


A TENDENCY TO BE WATCHED 


The tendency must be carefully watched and 
no doubt will be increasingly criticized. I see one 
commentator sarcastically remarks that the con- 
trol of industry as advocated by some enthusiasts 
“would involve a bureaucracy so great that it 
might indeed go far in solving the problem of 
unemployment !’’ Doubtless the questidn will 
be solved on the lines of compromise, so beloved 
of Englishmen, and in accordance with the aspira- 
tions of the Minister of Transport that ‘“ the 
relationship we have to find lies somewhere be- 
tween the complete non-interference of the last 
century and the complete interference of the 
Socialistic State.’ 

Notable examples of successful planning 
within the industry itself are to be found in the 
National Shipbuilders’ Security, Limited, formed 
by shipbuilders in 1930 to buy up and close 
down redundant shipyards, and in a similar 
scheme in the wool-combing industry, while 
attempts on similar lines are being made in iron 
and steel circles, as well as in the cotton industry. 
A form of assistance by the Government, to 
which no one can take exception, is the creation 
of the Research Board, which has done such 
good work in discovering means of saving 
millions of pounds to industry. 

But, after all, when we get down to funda- 
mentals, what is it that we require? Trade con- 
sists of the exchange of goods within the country 
and throughout the world. Every man is a 
seller as well as a buyer, and his power to con- 


sume is provided by his power to produce. If 
he cannot sell, neither can he buy. Therefore, if 
we remove the obstacles which prevent his selling, 
he will be enabled once more to buy. I do not 
myself believe that the obstacles against his 
doing so are primarily of a monetary nature. 
They appear to be much more obvious and are 
the direct growth from the increasing tendency 
to nationalism which has spread throughout all 
countries. It is against this tendency, in my 
opinion, that our energies ought to be chiefly 
directed if we wish to give trade a chance. 


SIGNS OF IMPROVEMENT 


In conclusion, perhaps I may state my general 
belief that in spite of many uncertainties, and 
although many perplexities still hamper our 
path, we have made distinct progress along the 
road to recovery. (Applause.) That this 
view is shared by the investing public 
is shown by the large increase in the quoted 
value of industrial securities which runs into 
hundreds of millions of pounds. All the accepted 
signs point in this direction. The expected 
surplus in our National Budget, the unemploy- 
ment figures, the returns of railway traffics and 
bank clearings, if not remarkable in their size, 
are all indications that we are on the right road. 

The very fact even that they are not sensa- 
tional in amount can be accepted as an en- 
couraging feature. A too rapid recovery is 
frequently the result of purely artificial measures, 
which, though possibly stimulating at the time, 
are apt to fade away in their effects and leave 
the country in a worse state than it was in before. 
If any are tempted to be disappointed with the 
extent of our progress, I would ask them to be 
encouraged by the belief, which I certainly hold, 
that we are on sound and progressive lines, and 
to remember the Christmas salutation of our 
Sovereign, that the foundations of national as 
of personal life are laid on qualities of unshak- 
able sanity, invincible patience, and _ tireless 
good will. (Applause.) 


DIVIDEND RESOLUTION 


I now beg to move: ‘ That the report just 
taken as read be received and adopted, and that, 
in accordance with the recommendation of the 
directors therein, a dividend be declared for the 
half-year ended December 31 last on the paid-up 
capital of the company at the rate of 12 per cent. 
per annum on the ‘ A’ shares, and at the rate of 
5 per cent. per annum on the ‘ B’ shares, payable, 
less income-tax, on and after February 3, 1934.” 
(Applause.) 

The resolution was seconded by Sir Austin 
E. Harris, K.B.E., the deputy-chairman, and 
carried unanimously. 

Votes of thanks to the directors for their 
services during the past year, to the staff for their 
excellent work, and to the chairman for presiding 
were carried unanimously, and the proceedings 
then terminated. 
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Bank Meeting 


NATIONAL PROVINCIAL BANK LIMITED 





CENTENARY OF THE BANK 


TRADE RECOVERY AT HOME 


MR. COLIN CAMPBELL’S SPEECH 





HE annual general mecting of the National 
Provincial Bank, Limited, was held on 
Thursday, February 1, in the Great Hall, 


Southern House, Cannon Street, London, E.C. 


Mr. Colin F. Campbell (the chairman) presided. 

Sir Alfred Lewis, K.B.E. (chief general manager) 
read the notice convening the meeting and 
the report of the auditors. 

[he chairman said: Nineteen hundred and 
thirty-three has been a momentous year in the 
history of the National Provincial Bank and of 
the London Money Market and of all the world 
in its political and business activities. To us 
here to-day, the affairs of our great bank may 
naturally come first in importance and before I 
deal with their general aspect I have to refer to 
several matters of domestic interest. 


SERVICES OF SIR HARRY GOSCHEN 

rhe first is the fact that I, and not our old and 
valued friend Sir Harry Goschen, have the honour 
f addressing you as chairman. You will, I 
know, all be sorry to hear that he fell ill soon 
after last year’s meeting, and suffered a severe 
breakdown owing to overwork and_ the 
strain of his many responsibilities, always so 
conscientiously carried out. Though he is, fortu- 
nately, making steady progress towards recovery, 
he felt obliged, in October last, to ask to be re- 
lieved of the heavy dutics involved in the chair- 
manship of the bank, and he is not able to be 
with us to-day. 

My colleagues have honoured me by inviting 
me to take his place as chairman. You may rest 
assured that while I fully appreciate this honour, 
I am equally conscious of the great responsibili- 
ties attached to the position and determined to 
do my utmost to merit the confidence reposed in 
me by the board. 


DEPUTY CHAIRMEN APPOINTMENTS 


The second domestic matter is the appointment 
of a deputy chairman, necessitated by my having 
become chairman. I arm glad to tell you that this 
office has been accepted by my colleague, Mr. 
Alexander Johnston, who, having been for many 
years a member of the board, has an intimate 
knowledge of the internal working of the bank. 


Knowing him as I do to be a man of sound judg- 
ment and great experience, I look forward, with 
lively satisfaction and complete confidence, to 
receiving the benefit of his support and advice, 


The third matter may cause you some surprise, 
but I am sure you will recognize that the innova- 
tion thereby involved is in the best interest of the 
bank. In order to relieve Sir Alfred Lewis from 
the very onerous duties that he has so ably and 
devotedly performed during the past 12 years as 
chief general manager, and at the same time to 
retain for the bank the benefit of his excep- 
tional judgment and great experience, the board 
propose to appoint him a deputy chairman from 
February 1, the date when he desires to relin- 
quish his managerial duties. The responsibili- 
ties that fall on a general manager are always 
heavy, but I venture to think no one has ever 
carried the burden of this office through more 
difficult times than Sir Alfred, or come through 
them more successfully. (Hear, hear.) 


Having worked in close contact with Sir Alfred 
Lewis in recent years, I know full well the extent 
of his untiring devotion to the interests of the 
bank, his firm grasp of all matters connected 
with banking, and the wide range of his know- 
ledge, gained in some of the most important 
industrial centres in this country. (Applause.) 


CHIEF GENERAL MANAGER 


It is fortunate that, when we have to make 
these changes, we can find in Mr. Cornwall an 
officer fully qualified and trained to take the 
position of chief general manager. He has been 
for 41 years in the service of the bank and a 
general manager for 12 vears, has had wide ex- 
perience, and is universally popular; and _ the 
directors are fortunate in being able to appoint 
to this onerous and responsible post a man s0 
well able to sustain and carry out its duties. 

Yet another domestic matter, of great interest 
to us all and a landmark in the history of British 
banking, is the centenary of our bank, which may 
be dated from September 23, 1833, when its 
Deed of Settlement was signed. 


We have provided a permanent memorial 
of this occasion in the forim of a book, written 
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by Mr. Hartley Withers, well known to all 
of us as a writer on the London Money Mar- 
ket and as a life-long student of British 
banking developments and personalities. It will 
be a record for all time of the bank’s history 
during its first 100 years, and will show how 
much the world owes to the pioneers who 
founded and organized the National Provincial 
Bank, introducing into the English system the 


new and important principle of widespread 
branch banking, worked from a centre in 
London. This principle, long followed and 


adopted by our friends and competitors in other 
banks, has constituted the special strength of 
English banking and has been one of the most 
important causes of the success with which 
British banks have faced the difficulties of recent 
years. If any shareholder desires to have a copy 
of the book, he is requested to apply in writing 
to the secretary at the head office. 


RECORD NUMBER OF CUSTOMERS 


In a year of exceptional difficulty we have pro- 
vided a larger number of customers than ever 
before with banking and other facilities, and 
the staff, to whom our best thanks are due for 
their fine and successful efforts, continue to 
receive our fullest consideration. (Hear, hear.) 

The strength of British banking lies in the 
confidence of the public, which confidence is 
enjoyed to an extent that no other banking 
system in the world can rival, and which no new- 
fangled banking system could hope to gain. 


FINANCIAL OUTLOOK 


As to the general outlook in the world of 
finance, I need not tell you that attempts to 
look into its future are much more difficult than 
usual to-day. When the Government of the 
richest nation in the world is making bold and 
astonishing experiments with its currency and 
has created a fund equal to about £400,000,000 
sterling in order to carry them out, the future 
trend of financial conditions must necessarily 
be obscure. 


As you know, our Government has created a 
fund similar in amount, but, while this was for 
the purpose of keeping the pound steady and 
was named the Exchange Equalization Account, 
Mr. Roosevelt’s fund is apparently to be used 
in order to depress the exchange value of the 
dollar, so adding to the uncertainties of the posi- 
tion, whereas our fund has stability for its pur- 
pose. On the results of the American experi- 
ment the future of the international money 
market will largely depend, and no one can say 
with any approach to certainty what these results 
will be. 


RECOVERY AT HOME 


I acknowledge that in these days the interven- 
tion of Government in certain circumstances 
may be found necessary, but I have always held 
the view that the best hope for any trade or 
industry is to leave it free to work out its own 
salvation in all matters relating to internal ad- 
ministration. (Hear, hear.) 
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This policy at home has been rewarded by 
gratifying success, the evidences of which you will 
have seen set forth fully in the annual reviews 
published by the papers—increased employment, 
recovery in railway traffics, expanded turnover of 
money, some improvement in foreign trade, and a 
great improvement in the position of Government 
finance. On the revenue side this improvement 
is a little fortuitous in so far as it was produced 
by an estate-duty windfall; but the increase in 
Customs receipts is a gratifying evidence of 
greater purchasing power in the hands of con- 
sumers. In the matter of expenditure, cheap 
money and the effects of the War Loan conver- 
sion have caused a great reduction in the cost of 
the National debt, but the other expenses of 
Government are still at a high level and call for 
continued watchfulness on the part of the 
Treasury. 

With these evidences of recovery behind us, 
how do we face the year that we have just 
begun? With confidence certainly, but, I hope, 
also with a determination to regard the progress 
so far made as only a beginning, and to press 
on with every effort that we can make, to some- 
thing more like a return of general prosperity, 
shared in by all industries and all classes at home, 
and by all our neighbours and customers in the 
Empire and abroad. With more than two millions 
still unemployed, there can be no complacency 
because we are a little better off than we were, no 
pause in our struggle to get back to, and beat, 
our old records in business activity. 


In conclusion, we may say that the second 
century of the bank has opened under auspices 
that are obscured by difficulties abroad, but 
brightened by greater confidence in our own 
country. 


You may rely on the most strenuous efforts 
on the part of your directors, and of all our staff, 
to do all that they can to promote our country’s 
recovery, in so far as it can be assisted by banking 
efficiency. With this determination, and in 
the confident belief that better times are ahead, 
I beg to move: ‘‘ That the report and accounts 
as presented be _ received and _ adopted.” 
(Applause.) 


Mr. Francis A. Johnston (deputy chairman) 
seconded the motion and the chairman having 
replied to shareholders’ remarks, it was carried 
unanimously. 


EXTRAORDINARY GENERAL MEETING 


An extraordinary general meeting was then 
held for the purpose of passing a special reso- 
lution (of which due notice had been given) 
altering the provisions of Articles 52 and go of 
the Articles of Association of the bank. 


The special resolution was formally moved 
by the chairman, seconded by Mr. E. T. Har- 
graves, and unanimously agreed to. 

A vote of thanks to Mr. Colin Campbell for 
his able conduct in the chair, proposed by Mr. 
John B. Braithwaite, and seconded by Mr. H. J. 
Mulrenan, concluded the proceedings. 
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WESTMINSTER BANK 
LIMITED 


DIVIDENDS MAINTAINED 
THE ECONOMIC POSITION 
PLEA FOR TRADE AND CURRENCY 
AGREEMENTS 
PRESIDENT ROOSEVELT’S PLAN 
ADDRESS OF THE HON. RUPERT E. 
BECKETI 


HE annual ordinary general meeting of 
Westminster Bank Limited was held on 
Wednesday, January 31, at the Head 


Office, Lothbury, E.C. The Hon. Rupert E. 
Beckett (Chairman) presided. 


Che Chairman, having referred to the changes 
that had occurred in the Directorate and in the 
personnel of the General Management, went on to 
comment upon the Bank’s Balance Sheet. There 
had been, he said, little change in Current and 
Deposit Accounts, which stood at something 
under {294} millions, or some £3} millions less 
than at 31st December, 1932. This total had 
remained without substantial fluctuations 
throughout the past year. The Current Account 
figure actually increased during the twelve months, 
and it was in Deposits that the slight decrease 
occurred. The effects of abnormal conditions were 
manifested in the Balance Sheet and Profit and 
Loss Account in several ways. Though the 
bankers’ deposit rate had been characterized as 
somewhat niggardly, it was all that present 
circumstances allowed. Banks, in seeking 
employment for their short funds, had been faced 
with a three months bill rate of but 13s. 1d. for 
the first half of the year and 14s. 5d. for the 
second, or an average for the whole year of 13s. 9d. 
Though Bills Discounted appeared in the Balance 
Sheet at £42 millions, as against £67 millions in 
the previous year, the average holding throughout 
the year had been about {£60 millions. At the 
average rate of discount which had been quoted, 
it had been impossible for the Bank to earn an 
adequate profit from this item. They had there- 
fore felt compelled to augment their activities in 
another field in order to mitigate their loss of 
income. That field had been the investment 
market, and during the past year they had in- 
creased their holdings in Government securities 
by some {19 millions. It was interesting to recall 
that in 1929 their investments stood at £38 
millions, whereas now they were {914 millions. 
Obviously, the yield from the more recent pur- 
chases was very much smaller than that to which 
they had been accustomed in past years. As to 
Advances to Customers, in which the effects of 
prolonged depression had been most apparent, it 
was regrettable that the tendency in the past year 
had been for the figure still to shrink, the total 


being £3,200,000 less than a twelvemonth earlier, 
The continuous decline in advances which was a 
feature of 1932 was arrested early last year. ; 
the total had since remained at : Pre cre 
level. This had been the common experience of 
all the banks, suggesting that whilst contraction 
had ceased, the process of recovery had not yet 
reached the stage at which industry found it 
necessary to make substantial demands for accom- 
modation from the banks. Liability of Customers 
for Acceptances, Endorsements and other Engage- 
ments stood at £31,800,000 in round figures last 
year, compared with £22,300,000 in 1932. This 
item appeared, of course, on both sides of the 
Balance Sheet, as it did not primarily affect th. 
Bank’s position; it represented liability of cus- 
tomers. If the larger total were the outcome of an 
increase in acceptances and credits, they would 
welcome it as a sign of expanding trade, but, in 
fact, it was the result of considerable forward 
transactions in foreign exchange on behalf of 
customers. Foreign trade was at a low ebb, and 
therefore these augmented forward dealings could 
arise only from suspicion and distrust as to the 
ultimate value of the various currencies of the 
world, and the consequent desire to cover every 
transaction. 


PROFIT AND DIVIDENDS 


The profit for the year was £1,464,955, after 
making the necessary provisions for rebate and 
income tax, and appropriations to the credit of 
contingency accounts. It was less than in th 
previous year by £30,216, but would allow divi 
dends to be paid at the same rates as in 1932. Thi 
similarity of the figures relating to the past two 
years was worthy of note, and it naturally followed 
that in these circumstances they were not able to 
put forward any original allocations. The divi- 
dend on both classes of shares would be at the 
same rates, namely, 18 per cent., less tax, for the 
year on the partly-paid shares, and 124 per cent. 
less tax, on the fully-paid shares. They had made 
an allocation of £200,000 to the Officers’ Pension 
Fund and one of £100,000 to Premises Account; 
this would leave to carry forward £460,495, 
practically the same amount as was brought in. 

At last year’s meeting the Chairman had 
alluded to the adverse factors which were bound 
to make themselves felt during 1933. He had 
pointed out that there would be a decreased yield 
from War Loan, and that the commission earned 
on conversion thereof in 1932 would not occur 
again; moreover, the full weight of the lower 
lending percentage would fall on 1933, whereas 
the decrease had been gradual in 1932. They had 
had to meet these conditions by largely increasing 
their investment holdings. While one deplored 
the fact that it had been impossible to maintain 
the old proportions of advances and investments 
to Current and deposit accounts, he was of opinion 
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that the Board had taken the right, and, indeed, 
the only course with a view to maintaining earn- 
ings in these difficult times. 

With regard to their subsidiary, Ulster Bank, 
the profit for the past twelve months amounted to 
£170,470, which, in comparison with the previous 
vear, showed a reduction of £18,637. The dividend 
had been maintained at the previous figure, and 
{50,000 had been added to Reserve, leaving 
£74,013 to be carried forward as undivided profits. 
The drop in profits was fully accounted for by the 
difficult conditions experienced. The business of 


Westminster Foreign Bank, in France and Bel- 
gium, was being conducted satisfactorily. That 
Bank maintained a position of complete liquidity 
and earned a reasonable profit. 


TRIBUTE TO BRITISH BANKING 


Proceeding, the Chairman paid a tribute to the 
British Banking system. Through the years of 
unexampled economic depression from which the 
country was now making some recovery, he said, 
British banks had stood with their foundations 
unshaken. He could not credit that public opinion 
was ready to tamper with institutions vital to the 
national life, which had come successfully through 
a time of abnormal stress, until it was convinced 
that the proposed changes carried a certainty of 
new advantages without the risk of new dangers. 

As for the general situation of the country, they 
could look forward to 1934 with more confidence 
than they had been justified in entertaining at the 
beginning of any recent year. Recovery, in its 
early stages, had made its appearance, as was 
shown by nearly all the accepted indices of 
employment, production, trade and distribution, 
and by way of corroboration he reviewed the 
conditions and prospects of the staple industries 
of the country. 

THE ECONOMIC PROBLEM 

The Chairman attributed the betterment of the 
economic position mainly to the increase of 
internal demand, which represented largely the 
resumption of repair, renewal or replacement of 
equipment in every branch of the nation’s life. 

He went on to say : I lay stress upon the domes- 
tic nature of the recovery because it leads us 
directly to consider how far the recent movement 
can go in Britain, in the absence of mitigation of 
the numerous impediments which at present 
prevent the resumption of active world trade. 
Whatever may be the case with comparatively 
self-contained countries like the United States and 
France, the British people at any rate can never 
gain real prosperity merely by taking in each 
other’s washing. Whatever readjustments may 
be made in our national economic structure, the 
fact will always remain that Britain is compelled 
to buy enormous quantities of food and raw 
materials abroad, and to export her manufactures 
in payment for them. Even under present con- 
ditions, the recent recovery, which began at a 
very low level, may travel some distance. But 
it is hardly possible to forecast such a move 


towards prosperity as would absorb into work a 
large proportion of our two million unemployed, 
unless and until there is a far larger volume of 
trade between nations, in which our manufac- 
turers and shipping companies can participate. 


THE AMERICAN EXPERIMENT 

There are those who try to minimize the 
importance of the course of affairs in the United 
States of America. I am not one of them. On the 
contrary, I believe that just as the world depres- 
sion communicated itself eventually to the North 
American Continent and developed there in an 
aggravated form, so the real recovery of prosperity 
by the United States would, with equal certainty, 
be reflected in the betterment of the fortunes of 
other countries, including Britain. 

Few people in this country, perhaps, realized 
the extreme gravity of the position, economic, 
social, and financial, into which the United States 
had fallen when Mr. Roosevelt took office. The 
position called for bold leadership and emergency 
action. The despair of an entire nation had to be 
turned to hope. Mr. Roosevelt, since he assumed 
office, has not produced a hundred per cent. magic, 
but he can point to definite progress, to important 
improvement in the morale of the people, and in 
the volume of employment, production and trade. 

By his latest step in establishing an Exchange 
Control Fund, Mr. Roosevelt has introduced a 
new element into the situation. The purpose of 
that Fund, it should be noted, is different from 
that for which our own Exchange Equalization 
Fund was created. The British Fund was in- 
tended, and has been used, only to mitigate 
violent exchange movements, caused by waves of 
speculation or sudden movements of nervous 
capital. The American Fund, on the other hand, 
has the avowed purpose of holding the dollar at a 
certain level, and at a level which appears to be 
lower than is justified by economic circumstances. 

. . . The question arises whether the British 
Equalization Fund will be used to counteract the 
effect of American operations. Such a conflict 
is unlikely, unless it were proved that a 60 cent 
dollar was having a detrimental influence on our 
export trade. . . . It is more probable, however, 
that the British Fund may serve to support the £ 
in the event of any strong buying of francs by the 
American Fund, and to correct any artificial 
undervaluation of the £ and overvaluation of the 
franc. 

The Chairman concluded on a note of sober 
optimism. The steadfastness and courage of the 
people of this country, he said, had borne fruit in 
a revival of confidence. The improved outlook in 
affairs, internal and domestic, had been the 
immediate result. This should enable us to make 
headway in a consistent and strenuous endeavour 
to find solutions to the many difficulties still 
oppressing international trade, whereby we might 
earn the goodwill of all nations and add to our own 
happiness and prosperity. (Applause.) 

The Report and Accounts were unanimously 
adopted and other formal business transacted. 
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Table VI BRITISH TRADE AND INDUSTRY—conl. 
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OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT 


4 Index of 
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1 Daily averages. 2 “Country " clearings at London Clearing House. 3 Total clearings (London sien 
“Country”’ and Provincial) adjusted for comparative purposes, by application of Board of Trade index p 


number of wholesale prices (1924 = 100). 4 Average of four or five weekly returns, Since December, 1931 
figures published monthly. 5 Reprinted by courtesy of the London and Cambridge Economic Service. 





~ STATISTICAL TABLES > 


Table VI—cont. 



















een n TO TE THEREOR MACHINERY COTTON WOOL 
) ; - = a 


Exports of Exports of Exports of | Exports of Exports of 


Exports Imports Exports Yarns Piece Goods Tops |} Wool and Wool and 
panees | Worsted Worsted 


Yarns Tissues 
Thousands Thousands £ t Millions of Millions of Millions Millions Millions of 
Tandset of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 


duction 


1,181 3,280 





» 
= 9: 1.216 2'843 
. , 997 9 80% 
429 9: 1,227 2,693 
4 276 1,698 2°792 


925 2,701 
‘33 5 769 3,210 
432 ¢ 635 2'608 


734 2,249 
913 2/286 


439 
430 


721 1,955 
626 2,018 
689 2,421 
630 2,211 
719 2,338 
672 2,215 
599 2,240 
763 2,140 
651 2,306 
792 2,510 
83 2,483 
s8Ot 2,276 


“Ind Sco 


_ 


=Is1s7 0 


MII Oho SH DO 
Co He hm OO SO He OO 0 OO a Hm OO 
Nimt SSB ATCOD GO os td co 


Co he de ee me OO OO NO OO GO LS 
" zt 


eoOaooes) 





711 856 2,516 


rns issued yptlie National Federation of Iron and Steel Manufacturers, 


Table VII COMMODITY PRICES 
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Some Recent Westminster 
Branches 
By Professor C. H. Reilly 


HERE are two very practical ways for the layman 
of showing love of an art. The better is to com- 
mission new work in it by good exponents. The 
less good, but very valuable way to the community, is 
to be the means of preserving established examples. 


Basil Oliver 


INTERIOR OF THE BARNSTAPLE BRANCH 


Looking at a batch of photographs of recent Westminster 
branches it would appear that this bank takes on the 
whole almost more trouble and care to preserve an old 
example of the art of architecture than to create a new 
one. The branch which suggests this is the Barnstaple 
one. Let us begin our short survey with it. 

The building on the outside appears to be a four- 
storied, eighteenth- century structure consisting of two 
flat segmental bay windows running the full height of 
the building, as one so often sees at the seaside, connected 
by a piece of flat walling with a tier of ordinary windows 
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over the central doorway below. It is a not uncommon 
piece of good Georgian composition, the detail and propor- 


4rchitect [Basil Oliver 


THE BARNSTAPLE BRANCH 
tion of the windows, too, being very pleasant. This front, 
however, must have been added to an earlier building, 

x** 
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for inside there are at least two modelled and vaulted 
plaster ceilings of a much earlier date. In adapting these 
premises to its purposes the Westminster Bank has not 
only preserved and, I suspect, improved the exterior, but 
what must have been more difficult has created a big 
banking room on its ground floor without disturbing the 
old ceiling over half of it. How it has been done by 
means of a long beam will be seen from the photograph 
of the interior. It must have been a ticklish job to have 
held in place this old plaster vault while the wall on 
which its long side rested was taken out and the girder 
introduced in its place. That it was worth doing goes 
without saying, and one may even hope that it has 
proved advantageous from the bank’s point of view in 
the interest it must give to this branch. The chief 
criticism one has to make is that it would have been 
better to have left the new ceiling on the left-hand side 
quite plain so as not to have had anything competing in 
interest with the rich renaissance detail of the old part. 
On the outside one may guess that the whole of the ground 
floor is new work by Mr. Basil Oliver, the anchiitect for 
these alterations. If so it is an excellent piece of sympa- 
thetic designing, well in scale with the eighteenth-century 
work above yet indicating successfully ‘the new import- 
ance of the ground floor. 

The next example, and perhaps the best of the larger 
ones submitted, is the Hatch End branch by Messrs. Gunton 
and Gunton, though there is little really to choose between 
it and the Market Pl: ice branch at Nottingham by Messrs. 
Bailey and Eberlin. Both these structures of about the 
same size are buildings with a large ground floor bank 
and two domestic stories over it. In the Hatch End 
branch, while the banking floor is well emphasized, the 
three stories are nevertheless better welded together. 
This is partly due to the brickwork running through all 
three. In the Nottingham branch the ground floor is 
entirely clothed in rather elaborate, but well detailed, 
stonework with two plainish brick stories over it. The 
chief criticism of the Hatch End building would be that 
the two very pleasant looking upper floors with their 
balanced effects are better managed than the ground 
floor, where an attempt has been made to balance the 
main door by a half-grown window with its head at the 
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same height. Such artificial balances were often the 
bane of Georgian architecture. In this case it would 
probably have been better if the door had not been 
prov ided with a cornice and brackets and had so sunk back 
into the plane of the window. One of the best achieve- 
ments of this front, however, is the way, by keeping the 
window panes and bars all of the same size and colour 
throughout, the necessarily larger bank window has 
been brought into relation to the rest. In the Nottingham 


Gunton and Gunton 


THE HATCH END BRANCH 


branch there has been no attempt to do this. The 
windows of the very competent-looking ground floor 
bear no relation in size or kinship to those abov e. Never- 
theless, this is obviously a very competent building 
by architects who know well the type of detail they are 
using and the divorce between the two portions of their 
building is obviously quite deliberate and intentional. 
A rather unfortunate feature in the photograph and 
possibly so in reality, owing to the nearness of view 
entailed by the narrow street, is the highly serrated line 
the dormer windows make against the sky. 
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A building of the same type again is the Harlesden 
branch by Messrs. C. Barry & Son. This is a pleasant 
flat front, especially the four central bays of it, in which, 
although there is again a total change of material and 
detail of windows between the ground and the two 





Irchitects Bailey and kberlin 


BRANCH AT MARKET PLACE, NOTTINGHAM 


upper stories, there is not the same divorce as at 
Nottingham, owing, I think, to the general flatness of 
the treatment and to the feeling that the stonework of the 
ground floor and the brickwork above are all in the same 
plane. They are indeed in the Nottingham branch, but 
there the architects, by emphasizing so strongly the 





Correspondent Banks 


Nearly a century’s accumulated experience and 
conservative progress have qualified the Westminster 
Bank to offer its characteristic services as a London 
correspondent to foreign and colonial business estab- 
lishments. Its branches form a wide network extending 
over the whole country, and the services of the entire 
system are available to clients abroad, so that with a 
minimum of formality and delay, arrangements can 
be made for the payment of Drafts, Letters of Credit, 
or Cheques, in any part of the British Isles. 

Conversely, with a few unimportant exceptions, 
there is no country in the world possessing a marketable 
currency in which the Westminster Bank does not 
maintain current accounts, through which it can effect 
world-wide transfers of funds with the utmost dispatch. 
The Foreign Exchange Department is kept in direct 
touch with the market by means of a private telephone 
exchange of a highly modernized type, which ensures 
that no order or inquiry from abroad is held up on 
account of the congestion of business. 

Banks or merchant houses wishing to establish a 
London connexion are invited to communicate with 
the Manager 


WESTMINSTER BANK 


LIMITED 


Foreign Branch Office: 41 Lothbury, London, E.C.2 
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joints of the stonework, have made it seem to belong to 
a different order altogether from the simple brickwork 
above. I am emphasizing this point because I think it 
important and interesting in bank design. It is nearly 
always present owing to the different uses made of the 


C. Barry & 


THE HARLESDEN BRANCH 


ground and upper floors of suburban and _ provincial 
bank buildings. It is clearly a matter for very nice 
adjustment and balancing of emphasis and interests if 
the unity of the whole is not to be destroyed. 

The end bays of this front set back very suitably 
above the ground floor and receive the ends of the cornice 











BORGES & IRMAO 


Bankers 
Established in 1884. 
LISBON OPORTO RIO DE JANEIRO 


Telegraphic address : Borgirmao. 









EVERY KIND OF BANKING TRANSACTION. 


663 AGENCIES AND CORRESPONDENTS IN 
PORTUGAL. 


SPECIAL SERVICE OF COLLECTIONS ON 
THE COUNTRY. 






LONDON CORRESPONDENTS : 
MIDLAND BANK LTD. 
NATIONAL PROVINCIAL BANK LTD. 
WESTMINSTER BANK LTD. 








SHIPPING DEPT. 
Agents for: 
ISAACS LINE. 
BRUCE LINE. 
MANCHESTER SPANISH LINE. 
GOLDEN CROSS LINE. 
INSURANCE DEPT. 
General Agents in Portugal for the 
CALEDONIAN INSURANCE COMPANY. 



























OTTOMAN BANK 


Incorporated in Turkey with Limited Liability 
Established 1863. 


CAPITAL, £10,000,000, 
PAID UP, £5,000,000. 














London Office : 






Manager: E. W. 11. BARRY 
| Deputy Manager: R.S.C. PEARCE. 
Assistant Manager: F. FISHER 
Sub-Managers: G. F. KERR, A, SAMPSON. 


PARIS: 7 RUE MEYERBEER 


ISTANBUL and throughout TURKEY. 
MANCHESTER: 56/60 Cross Street. 
MARSEILLES: 38 Rue St. Ferréol. 

NICE: 13 Piace Masséna. 
EGYPT: Alexandria, Cairo, Ismailia, Mansura, 
Minya, Port Said. 
Jerusalem, Jaffa, 
Tel-Aviv. 
’ TRANSJORDANIA: Amman. 
CYPRUS: Nicosia, Larnaca, Limassol, Famagusta, 














PALESTINE: Haifa, Nablus, 






Paphos. 
Filiale for SYRIA: Banque de Syrie et du Grand Liban. 
GREECE. IRAK. PERSIA, 





(Branches throughout the Near East.) 
LL 
The Bank has been established for over 70 years, 
and has its own Branches or Agents in every 
important commercial town in the Near East. 
Drafts and Telegraphic Transfers issued. Letters 
of Credit granted. Exchange and Insurance 
operations effected. 
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tt) 


an et a a 


4 
1 


aa 
\ 
1 
ay 
sin 
ine 5 
AS 





The barred door is a protection 
against many risks, but fire is a 
risk perpetually existent. 

The only safeguard against loss 
is insurance with an office in 
every way sound. 


In thirty years of business- 
building the Provincial Insurance 
Company Limited has accumu- 
lated assets which exceed 
£1,300,000 and has paid over 
£4,500,000 in claims. 


All classes of insurance are 
undertaken, such as Workmen’s 
Compensation, Burglary, Motor 
Car, cic. 

May we quote you ? 
Applications for Agencies invited. 














PROVINCIAL INSURANCE (0. LID. 


CHIEF OFFICES: 
| 32, OLD JEWRY, E.C.2. & a KENDAL 
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instead of its running on till abruptly stopped by the 
next premises. The two bays, though, which set back 
and stand up a little higher, like the less important 
people in the background of a photographer’s group, on 
the ground floor each push a leg forward and get in front 
in the most ungentlemanly way. The legs are the two 
heavy projecting stone balconies over the two doors, 


WESTERN D 


James and Steadman 


THE THORNBURY BRANCH 


which are not real balconies and have, therefore, no 
particular meaning, yet they give this unfortunate effect 
and spoil what is otherwise a pleasant front. 

Finally, I have selected, as an example of the 
extremely difficult architectural problem that the very 
small branch exhibits, the little bank at Thornbury, 
designed by Messrs. James and Steadman. This is 
surely the smallest of all independent little lock-up 
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SPECIAL ARRANGEMENTS FOR LIFE ASSURANCE 
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CHIEF OFFICES : 
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SECURITY / 


Life has a sense of firm found- 
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SAFEGUARDED 
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PROTECT 
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for retirement by a 


REFUGE POLICY 


Assets - - - £58,000,000 


REFUGE ASSURANCE CO., LTD. 


OXFORD STREET - MANCHESTER, 1 





EDINBURGH, 64 PRINCES ST., 2 


BANK 


LIMITED 


Head Office : 
WATER ST., LIVERPOOL, 2. 


London Office : 
68, LOMBARD ST., E.C.3. 


Manchester District Office : 
43, SPRING GARDENS. 


Capital Paid Up and Reserves £7,367,945 
Deposits, etc., at 31st Dec., 1933 £81,578,545 


The Bank has 555 Offices, and Agents 
in all the principal towns at home and 
abroad. 


All descriptions of Banking, 

Trustee, Executorship, and Foreign 

Exchange Business transacted. 

The Bank is prepared to act as 
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banks. yet as one can see from the photograph it is 
bigger in scale and far more dignified than either of the 
larger buildings on either side and probably than any in 
the street. W ith so little frontage at their disposal, and 
only one story, the architects have wisely made their 
composition as broad as possible. To achieve this they 
have treated the whole front as one big ope ning framed 
by a stone architrave. Within this architrave is a brick 
filling containing a door and a three-light window. 
Above it is a set-back frieze with the bank’s name and 
a small cornice, and above that a plain roof in fluted tiles. 
The doorway is framed with a plain brick architrave in 
sympathy with the enveloping stone one and linked to 
it by a keystone. The proportions of the horizontal 
space enclosed by the outer stone frame, of the vertical 
doorway and the horizontal window, all seem satisfactory 
in themselves and satisfactorily related to one another. 
Indeed, if I had to award the palm for the best of the 
recent Westminster branches I should award it without 
hesitation to this little one, simple as it seems. Thought 
and feeling in an unusual degree seem to me have gone to 
its creation. 


The British Linen Bank 


West End Branch 


A branch of the British Linen Bank will be opened 
about the middle of April at 198, Piccadilly, London, W.1, 
a convenient corner site near St. James’s Church, not 
far from Piccadilly Circus. <A modern and handsomely 
designed office is meantime under construction. One 
of the oldest Scottish institutions, the British Linen 
Bank, was incorporated by Royal Charter in 1746. 
The Directors have appointed Mr. C. M. Stirling, of the 
Bank’s Head Office in Edinburgh, to be Manager of the 
new branch. 
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